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Deng Liqun Deemed ‘Leftist,’ ‘Political 
Timebomb’ 

94CM0184A Hong Kong PAI HSING in Chinese No 36, 
1 Feb 94 pp 10-11 


[Article by Lu Keng (7120 6972): “Deng Liqun, a Time- 
bomb—Why Did Deng Xiaoping Visit Chen Yun?”] 


[Text] Foreign wire services often come up with “mar- 
velous news.” An example was a 12 January dispatch 
from Shanghai by Japan’s KYODO News Agency. It 
said: Top Chinese communist leader Deng Xiaoping 
yesterday met with Chen Yun, a conservative veteran 
and former chairman of the CPC Central Advisory 
Commission. 


It is said that KYODO obtained this information from 
an informed Chinese communist source. The 11 January 
Deng-Chen meeting lasted about an hour and a half. 
Chen Yun has been in Shanghai ever since last summer. 


KYODO added an extra remark to the report: What they 
talked about is still unknown. 


A Two-King Meeting Is Rather Rare 


It is a rare thing that “a king meets with another king.” 
One of the rules in Chinese chess is that the marshals of 
the two sides cannot face each other directly. To do so is 
a big taboo. No matter how a chess game goes, the 
marshal should always be shielded by guards, ministers, 
chariots, horses, artillery, or soldiers. He should not be 
exposed in such a way as to appear face-to-face with the 
enemy’s marshal. If he has to do so, that means sur- 
render. 


Deng Xiaoping is the supreme leader of the Chinese 
communists today. But in terms of “seniority,” Chen 
Yun is above Deng. The lineup of the standing com- 
mittee members of the CPC’s Political Bureau elected at 
the Eighth National Party Congress was: Mao, Liu, 
Zhou, Zhu, Chen, Lin, and Deng. As can be seen, Chen 
held the fifth place and Deng the seventh. When the 
Third Plenary Session of the 11th CPC Central Com- 
mittee called for “clarifying confusion and bringing 
things back to order,” it was Chen Yun who took the lead 
in saying that “Mao Zedong was a human being, not a 
god.” In addition, Chen Yun is a man with a strong sense 
of principle. For example, in the 1988 rectification 
movement, the Organization Department of the CPC 
Central Committee wanted to expel Li Rui, Li Chang, 
Yu Haocheng, and Du Runsheng from the party. Chen 
Yun di thereby preserving the party membership 
of these four people. However, Chen Yun himself has a 
mentality based on “the orthodox Marxist-Leninist ide- 
ology.” He insists on taking the socialist road and 
upholding the dictatorship of the proletariat. This has 
given ultra-leftists a protective umbrella. Deng Liqun, 
known as the “Leftist Lord,” is still very arrogant today 
simply because he has a strong backing—Chen Yun. 


As the saying goes, “‘no one would go to the temple for 
nothing.” This being so, what was the purpose of Deng 
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Xiaoping’s visit with Chen Yun? It appears that the visit 
had something to do with the recent vigorous campaign 
on the mainland to mark Mao Zedong’s 100th birthday 
led by Deng Liqun. 


Mao Zedong’s Soul Revives 


Anyone with a discerning eye can see the main reason 
that Mao Zedong’s soul can revive and whip up a gust on 
the mainland is the planning and manipulation by Deng 
Liqun. Take the theoretical seminar in commemoration 
of Mao Zedong’s 100th birthday held .n Changsha, 
Hunan, as an example. The sponsor was the Chinese 
Academy of Social Sciences, whose party committee 
secretary is Wang Renzhi, a pawn of Deng Liqun. In 
name, the seminar was held to commemorate Mao 
Zedong; in reality, it was aimed at criticizing Deng 
Xiaoping. Its real purpose was to criticize all those 
reform-and-opening advocates headed by Deng 
Xiaoping for their divorce from Marxism-Leninism and 
betrayal of Mao Zedong Thought. 


Another example was the three-day ““Contemporary Lit- 
erature and Art Seminar on Mao Zedong and China” 
held in Beijing, beginning 22 December last year. This 
was a significant event amid the activities to mark Mao 
Zedong’s 100th birthday carried out across the main- 
land. “Leftist Lord” Deng Liqun and “Leftist Generals,” 
including He Jingzhi and Lin Mohan, all attended this 
seminar, whose theme was to hold high the banner of 
Mao Zedong’s Yanan Forum on Literature and Art and 
criticize the so-called “unhealthy trends and evil prac- 
tices” that had appeared with reform and opening. The 
spearhead was also directed at Deng Xiaoping. 


Young Deng Antagonizes Old Deng 


Deng Xiaoping was, of course, unhappy about the acts of 

ing Mao in name and criticizing Deng in essence. 
He knows clearly that Deng Liqun is acting against him. 
At present, Deng Liqun’s official title in the CPC Central 
Committee is merely the “deputy head of the Leading 
Group for Party History Research,” but actually he is 
playing a commander-in-chief role in controlling the 
whole ideological sphere. For this reason, Beijing’s intel- 
lectual circles, leftists, middle elements, and rightists 
alike, all see him as the “underground general secretary 
of the Chinese Communist Party.” 


Perhaps, someone may ask: How can Jiang Zemin, 
general secretary of the CPC Central Committee, turn a 
blind eye and a deaf ear to this? The answer is that Deng 
Liqun planted his men long ago on the theoretical, 
propaganda, and cultural work fronts. These people have 
long been accustomed to implementing Deng Liqun’s 
instructions and styling themselves as protectors for 
Marxism-Leninism-Mao Zedong Thought. They overtly 
obey but covertly oppose all other instructions; the only 
thing they really follow is Deng Liqun’s order. And, in 
the eyes of the “Left Lord” and “Left Generals,” Deng 
Xiaoping’s “socialism with Chinese characteristics” is 
“sham” socialism but “real” capitalism. 
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Confronted with this challenge, Deng Xiaoping, of 
course, wanted to fight back. The best strategy was to 
“deprive the opponent of backing.” In view of the fact 
that he and Chen Yun had shared the same view about 
Mao Zedong’s nation-devastating Cultural Revolution, 
it would appear that only by obtaining Chen Yun’s 
concurrence could he now suppress Deng Liqun’s arro- 
gance and stop the frantic Maoist wind, which would be 
no good to all if allowed to blow unchecked. 


Chen Yun Supports Deng Liqun 


Deng Xiaoping is adert at employing the outflanking 
tactics. If the KYODO report on the Deng-Chen meeting 
in Shanghai is true, the only explanation is that Deng 
Xiaoping hoped to have another round of cooperation 
with Chen like the one resulting in the Third Plenary 
Session of the 11th CPC Central Committee. This coop- 
eration would prevent Deng Liqun and his ilk from 
continuing their all-out efforts to stir up left winds. 


Nonetheless, Chen Yun, who has always styled himself 
as an orthodox Marxism-Leninism protector, may, in all 
probability, appreciate Deng Liqun’s strategy of using 
dead Mao to curb living Deng. In no way would he agree 
with old Deng if the latter wanted to subject young Deng 
to disciplinary action! Then, how come Deng Xiaoping, 
who is so wise, tried to seek such a rebuff for himself? 


It seems that only Mao Mao [Deng Xiaoping’s daughter 
and author of “My Father Deng Xiaoping”) can truly 
answer this question. 


A view shared by Chinese and foreign observers alike is: 
After Deng Xiaoping’s death, China will not fall into 
great disorder, but inevitably a strong quake will take 
place in the CPC’s central leadership because too many 
bombs are buried around Zhongnanhai. 


Deng Liqun is a very destructive timebomb. Though he 
has no gun in hand, he is self-assured because he has the 
Marxist theory as his invincible weapon. 


Communist Youth League Lacks Membership 


94CMO0I60A Beijing ZHONGGUO QINGNIAN 
[CHINESE YOUTH] in Chinese No 1, 1 Jan 94 
pp 43-44 


[Article by Lu Kangqin (7120 1660 0530): “Facing the 
Challenges and Exploring New Paths—Sidelights on a 
National CYL Organizational Work Conference”’] 


[Text] The CYL Membership in Rural Areas Throughout 
China Actually Being Lower Than Overall Party Mem- 
bership Is an Unparalleled Warning Signal, Admonishing 
the Whole CYL To Pay Attention to CYL Organization- 


Building 


Facing up to our magnificent goals for the transition to 
the new century by exploring new ways of CYL organi- 
zation-building for the new age was the theme of the 
“National CYL Organizational Work Conference” held 
in early November 1993 in Wuxian County, Jiangsu. 
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In the course of building and developing our socialist 
market economy, CYL organization-building is obvi- 
ously facing many new challenges, as well as the need to 
respond to many new questions. China now has 56.8 
million CYL members, only a few million more than 
overall party members; but in China’s rural areas, CYL 
membership is actually millions lower than party mem- 
bership. As to the ratio of national CYL members to all 
youth, the CYL organizational system’s database on 
youth show this to be 19.9 percent; but this figure seems 
to inadvertently show a sizeable mistake, as the CYL 
organization’s data on the overall number of youth 
throughout China is 70 million less than that of the State 
Statistical Bureau [SSB], so that taking SSB data on the 
number of youth, this ratio of CYL members to all youth 
is even harsher at only 5.8 percent. And if we shift our 
attention to the new economic groups that have grown 
up in recent years, we will be startled to discover that in 
the new economic growth zone, such as the three kinds of 
foreign trade, wholly foreign-owned, private, and town- 
ship enterprises, the zones and parts with CYL organi- 
zation-building gaps are even larger. While these figures 
and data are quite abstract, they are certainly like an 
unparalleled and harsh warning signal, admonishing the 
whole CYL that we must pay attention to and intensify 
CYL organization-building. 


We need to face up to the immediate need for courage, as 
well as to the fact that reality is sometimes a bit painful, 
particularly since we have done our utmost to emphasize 
in recent years the rectification of grassroots CYL orga- 
nizations. Faced with China’s ever-more dynamic eco- 
nomic and social development, we absolutely must 
soberly and reasonably examine and consider CYL- 
organization building, development, reform, and 


progress. 


Of course, self-knowledge is wisdom. Just as we were 
facing such challenges, not long after the CYL Central 
Secretariat had conducted a large nationwide investiga- 
tion and study, we held the “National CYL Organiza- 
tional-Work Conference,” where CYL Central Secre- 
tariat Standing Secretary Liu Peng [0491 7720] set forth 
on behalf of the secretariat the basic future missions of 
national CYL organizational work: To conscientiously 
meet the needs of our socialist market economy, by 
actively pushing forward with CYL building and reform, 
focused on increasing CYL membership, in order to 
build a CYL membership corps that is great in numbers 
and capable of playing an exemplary role; to aim at 
producing more talent, in order to train CYL cadres into 
multi-talented personnel who meet CYL work realities 
and our socialist modernization needs for the next 
century; to focus on promoting social and economic 
development and serving youth development and 
progress, by taking a new CYL grassroots-building route, 
and gradually establishing CYL-organization operating 
forces that are on track with our socialist market- 
economy system, in order to pave the way for national 
CYL work to rise to new heights and create a new order. 
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CYL in Places Such as Jiangsu, 
S and Gansu Are Facing the Challenges, 

E New Routes, and Making New Responses 
in tion-Building 


Faced with challenges, the CYL has never lost its confi- 
dence and nerve, with CYL vigor and vitality also 
growing and developing precisely in the midst of chal- 
lenges. 


Since the Third Plenary Session of the 11th CPC Central 
Committee, Jiangsu has developed its industrial and agri- 
cultural production very quickly, with its industrial and 
agricultural output value ranking foremost in China, to 
create the nationally-noted “southern-Jiangsu model”—a 
rural economic-development model marked by collective 
industry. In Jiangsu’s economic development process, the 
CYL’s Jiangsu Party Committee has always paid attention 
to building the CYL membership ranks among township 
enterprises in rural areas. CYL Jiangsu Party Committee 
Secretary Xu Ming [1776 7686] gives the following 
briefing: While statistical difficulties have kept us from yet 
making a full investigation of township enterprises 
throughout Jiangsu, samplings show Jiangsu’s township 
enterprises to have a CYL-organization rate of 80-85 
percent, far higher than the CYL average for township 
enterprises. In the course of CYL-building in township 
enterprises, the CYL Jiangsu Party Committee has acted in 
line with industrial needs to flexibly set up CYL organs, 
through CYL leadership of villages, village leadership of 
the CYL, or CYL-enterprise mergers, to gradually grow 
and steadily achieve its current heartening successes. Since 
1993, they have been focusing on the large army of youth 
among transient workers. They began with the inflow sites, 
first organizing after-hours recreational and sports activi- 
ties to attract young workers from other provinces to take 
part in CYL activities; then, to raise the quality of young 
workers to meet enterprise development needs, they 
launched all sorts of technical-training and competitive 
activities; finally, they actively built up CYL membership 
among young workers, conscientiously carrying out CYL- 
building. While this task has just begun, it has already 
received the attention and support of all areas of society. 


The CYL’s Shanghai Party Committee has also shown 
unique foresight in building the CYL membership ranks, 
which CYL Shanghai Party Committee Deputy Secre- 
tary Xue Chao [5641 3390] sums up as “moving to the 
forefront, and providing early guidance.” In CYL mem- 
bership expansion, they emphasize sources, by 
expanding CYL membershp among high school, tech- 
nical high school, and technical school students; in 
industrial distribution, by «mphasizing places where new 
organs and employees in economic development congre- 
gate, and by conducting active CYL-building in financial 
institutions that are springing up in large numbers, such 
as foreign banks and securities and trust investment 
companies, as well as industries, such as hotels and 
tourism. The CYL Shanghai Party Committee holds that 
these industries have rapid youth mobility, high 
employee quality, and a large guidance role of work and 
life styles on youth in other industries. Moreover, in the 
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course of developing Shanghai into an international 
financial and trade metropolis, as the number of youth 
employed in these new lines will continue to grow, 
Shanghai’s CYL membership-building has had to “move 
to the forefront, and provide early guidance,” in order to 
keep the initiative. 


In training “multi-talented” CYL cadres, the CYL 
Shanghai Party Committee is also in the CYL front 
ranks. Having summed up experiences in recent years in 
this area, they hold that “multi-talented” CYL cadres 
should be defined as combinations of political and 
economic quality, practical grassroots work experience 
and leadership management skills, and different posi- 
tions and experiences. So the training of ‘“multi- 
talented” CYL cadres is aimed at overall political 
quality, appropriate work skills, rational knowledge 
structure, and rich practical experience. As to training 
ways, the CYL Shanghai Party Committee has created a 
style combining diversified forms, such as on-the-job 
training, work-release for study at party schools, com- 
missioned training at specialized schools, job-related 
training for CYL cadres, and job rotation and exchange 
of CYL cadres. 


While Gansu is an inland province with a relatively 
undeveloped economy, the CYL Gansu Party Com- 
mittee has also made its own successes and explorations 
in grassroots CYL-building. Based on the demonstration 
counties that they have established in CYL grassroots 
organization in recent years, they have proceeded from 
the grassroots-building goal of “permanent invigora- 
tion,” combined with local economic-development real- 
ities, to conduct an experimental “youth S&T develop- 
ment zone establishment” in Gansu’s Yumen City and 
Gaolan County. After CYL Party Committee help in 
getting loans as starter funds, organizing various special- 
ized joint-production collectives in the form of rural 
youth share cooperatives, investment-project declara- 
tions by various CYL branches, and examination and 
approval by departments, such as municipal and county 
CYL committees, they selected feasible and practical 
S&T projects for development in industries, such as 
breeding, cultivation, manufacturing, and cultural activ- 
ities, organizing youth to get rich through work and S&T. 
This developed the local economy by enriching CYL 
youth, while strengthening CYL grassroots cohesion. 
These two places’ CYL rates are now up from the former 
11-12 percent to 19-20 percent. Moreover, as the estab- 
lishment and development of these applied S&T projects 
were all controlled by the CYL organization, their oper- 
ating efficiency has sharply added to the CYL’s eco- 
nomic might. Xu Weizhong [1776 4850 1813], director 
of the CYL Gansu Party Committee Organization 
Department, predicts that the original goals for partici- 
paion in this project, of rural CYL branch income of 
1,000 yuan a year, township CYL Party Committee 
income of 50,000 yuan a year, and CYL Yumen City 
Party Committee and CYL Gaolan County Party Com- 
mittee income of 200,000 yuan a year each, will be 
realized. 
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So while the CYL is certainly facing severe organization- 
building challenges in our establishment and develop- 
ment of a socialist market economy, our creative CYL is 
also responding with new explorations and successes. 
And while we certainly do not expect CYL organization- 
building to be accomplished in one stroke, to reach our 
goal in one step, or to accomplish our heavy CYL 
organization-building task once and for all, CYL mem- 
bers will continue to fight, advancing steadily to lay a 
fine organizational foundation for CYL work to reach 
new heights and create a new order. 


Strengthening Party in Foreign-Owned 
Enterprises ai 


94CM0192A Beijing DANGXIAO LUNTAN [PARTY 
SCHOOL TRIBUNE] in Chinese No 12, 5 Dec 93 
pp 49-51 


[Article by Peng Xin’an of the Party School of the CPC 
Municipal Committee of Xiamen, Fujian Province, 
edited by Zhou Xiaozhong: “The Building of Party 
Organizations in Solely Foreign-Owned Enterprises”’] 


[Text] The building of party organizations in solely 
foreign-owned enterprises is a matter which has a strong 
policy element, which greatly affects relations with for- 
eign entities, and which is politically sensitive. With the 
deepening development of reform and opening up, the 
number of solely foreign-owned enterprises is rising 
daily, and the number of their employees is also rapidly 
growing. Consequently, party building work in this area 
is arousing increasingly strong attention from party 
organizations at all levels. Solely foreign-owned enter- 
prises are characterized by a unique environment which 
is fundamentally different from that in state-owned 
enterprises and collective enterprises, and is markedly 
different even from that in Chinese-foreign joint ven- 
tures and cooperative enterprises. In such a unique 
environment, it is very difficult to operate on the basis of 
the traditional enterprise party-building model. It is now 
absolutely necessary to actively explore new approaches 
to the building of party organizations in solely foreign- 
owned enterprises on the basis of proceeding from com- 
plex realities. 

I. The Current State of and Problems in the Building of 
a in Solely Foreign-Owned Enter- 


The party member employees in solely foreign-owned 
enterprises come from all social strata and from across 
the country, and the individuals are very different in 
terms of their experiences and levels of ideological 
competence. After leaving their previous work posts and 
coming to work in solely foreign-owned enterprises, they 
would inevitably make adjustments with regard to their 
pervious party organization ties. But in reality some 
party members do not want to bring their party organi- 
zation ties to the new work environment. Some party 
members do not want make their party member status 
public. As most foreign-owned enterprises are small and 
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medium-sized enterprises, there are few party members 
among the employees, and the party members are scat- 
tered. As a result it is very difficult to arrange for them to 
take part in party member activities. Party members in 
some solely foreign-owned enterprises are even in a 
situation of being supervised by no one. 


The establishment of party organizations in solely for- 
eign-owned enterprises has allowed many party mem- 

bers to return to the embrace of the organization and to 
hear the voice of the organization, thereby enhancing 
party members’ sense of organization and sense of the 
glorious mission of the communist. As the situation of 
the functicuing of party organizations in solely foreign- 
owned enterprises shows, it is true that party organiza- 
lions in some enterprises have begun to operate in a 
normal manner and accumulated work experience, while 
winning understanding and support from the foreign 
businessmen involved. Nevertheless, in terms of the 
overall situation, it is still necessary not to overlook the 
fact that it is very difficult to carry out party building 
work in solely foreign-owned enterprises. The main 
difficulties in the work include: 1) There is a lack of 
explicit legal safeguards and policy protection for the 
existence of party organizations in solely foreign-owned 
enterprises, and the “underground party” phenomenon 
cannot be completely eliminated; 2) activities of party 
Organizations cannot be covered by the general frame- 
work of enterprise activities, and the role and status of 
party organizations in solely foreign-owned enterprises 
are very unclear, 3) as the mobility of party members is 
high, it is difficult to grasp the people to be targeted in 
the work, and as a result grassroots organizations are 
unstable; 4) activities of party organizations cannot be 
scheduled to take place within the legal eight-hour work 
period, while it is often difficult to ensure that activities 
can be carried out in other time; 5) it is difficult for party 
branches to carry out joint collective activities, and it is 
even more difficult for a small number of party members 
who have become part of party branches of other units to 
have normal organizational life; 6) there are still some 
problems in the supervisor-subordinate relations and 
unified management of party organizations in solely 
foreign-owned enterprises, and the phenomenon of 
“management in name but not in substance” is rather 
serious; 7) working in an entirely new environment, 
party members in solely foreign-owned enterprises are 
affected by bad tendencies, and thus they are strongly 
inclined to consider money to be all-powerful and have a 
weakening sense of organization, making it very difficult 
to conduct i and political work; and 8) activi- 
ties of party organizations are greatly restricted in terms 
of time and space because some foreign businessmen 
| pr the enterprises’ operations would acquire polit- 
i rs. 


Il. The Difficulties Facing the Building of Party Organi- 
Enterprises Call For 


According to the traditional model of party building 
work in enterprises, the party organization is the polit- 
ical core of a state-owned or collective enterprise; spe- 
cialized work cffices of the party organization need to be 
established and there need to be a certain number of 
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party affairs cadres; the enterprise would make available 
activity time, activity space, and activity funds in a 
unified manner. The Chinese partner controls a certain 
proportion of the shares of a joint-venture or cooperative 
enterprise which thus is still publicly owned to some 
extent, with the employees remaining masters of the 
enterprise in some sense. The participation of the Chi- 
nese partner and its supervisory agency in the operations 
of a joint-venture or cooperative enterprise also creates 
some conditions for the building of party organizations 
in the enterprise. But things are very different in solely 
foreign-owned enterprises. Foreign businessmen assume 
independent responsibility for the operations of the 
enterprises and make independent decisions on opera- 
tions, employment, and the distribution system, while 
party organizations are unable to play a role in important 
matters. Party organizations have no power or position 
in solely foreign-owned enterprises. Consequently there 
are many problems which should be thought about in a 
profound manner: What role do party organizations play 
in solely foreign-owned enterprises? What is the goal of 
party organizations’ work? As the means of production 
of solely foreign-owned enterprises are owned by foreign 
businessmen as private individuals, employees are no 
longer masters of the enterprises, and the employee- 
employer relationship between labor and management is 
very clear. In such an environment, how should party 
organizations in the enterprises handle their relation- 
ships with foreign businessmen? How to carry out work 
among employees? 


According to some people, the party organization in a 
solely foreign-ow’.ed enterprise cannot become the polit- 
ical core of the e: terprise. It lacks rallying power, combat 
effectiveness, and cohesive power, and thus will not be 
able to play an important role. According to some others, 
the Communist Party is the ruling party and the repre- 
sentative of the interests of workers. The par.y organi- 
zation should become a political core of «d battle 
bastion in a solely foreign-owned enterprise. -..cording 
to some people, employees of solely foreign-owned enter- 
prises are all wage laborers, and as owners of the enter- 
prises foreign businessmen are in essence exploiters; 
therefore party organizations at the enterprises should 
not serve the foreign businessmen. According to some 
others, party organizations should proceed from the 
overall situation, and make active efforts to ensure that 
workers support the work of foreign businessmen. Var- 
ious ideological and practical problem such as these have 
not yet been resolved in practice. 


Ill. It Is Necessary To Explore New Approaches To 
Building Party Organizations on the Basis of Proceeding 
From the Unique Environment in Solely Foreign-Owned 
Enterprises. 


First, it is necessary to face up to realities and transform 
the traditional ideas on and methods of party building 
work. Solely foreign-owned enterprises are different 
from state-owned enterprises and collective enterprises 
as well as joint ventures and cooperative enterprises. 
Foreign businessmen manage their own enterprises in 
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accordance with the state’s relevant laws and regulations 
and international practices, and would not establish 
offices exclusively engaged in party affairs work, main- 
tain full-time party affairs cadres, or make time, place, 
and funds available for activities of party organizations 
in a unified manner. To do a good job of carrying out the 
work of party organization building in solely foreign- 
owned enterprises, it is necessary to discard old working 
models and methods and transform old ideas; it is 
necessary not to blindly follow the customary methods 
used in party building work in state-owned enterprises. 
Party organizations and party members in solely foreign- 
owned enterprises should gradually adapt to the unique 
environment in solely foreign-owned enterprises; should, 
in view of the characteristics of solely foreign-owned 
enterprises, carry out their work by having part-time 
party affairs cadres, by conducting activities after work, 
and by conducting small-scale and scattered collective 
activities; and should combine principledness with flex- 
ibility, and gradually accumulate experience on party 
building work in solely foreign-owned enterprises. The 
idea, based on disregarding the unique realities in a 
solely foreign-owned enterprise, of asking the party orga- 
nization to become the leading organ and political core 
in the structural framework of the enterprise and to 
acquire such duties and power as entailing direct partic- 
ipation in enterprise decision making as a matter of 
course represents a dream totally divorced from realities. 


Second, some important problems of principle on the 
building of party organizations in solely foreign-owned 
enterprises must be further clarified in the party’s poli- 
cies, the state’s policies, and the relevant laws. Whether 
party organizations should be established in solely for- 
eign-owned enterprises, whether party organizations 
should be allowed to be established in such enterprises, 
and what the scope, mode, and goal of the operation of 
party organizations in solely foreign-owned enterprises 
should be are all important problems of principle. 
Without clear legal and policy interpretations, party 
organizations in solely foreign-owned enterprises would 
lack legal and policy guarantees, and their existence and 
development would exhibit a strong tendency to be 
changeable and be characterized by willfulness. For 
instance, the Foreign-Funded Enterprise Law of the 
People’s Republic of China adopted by the National 
People’s Congress in April 1986 and the Rules Imple- 
menting the Foreign-Funded Enterprise Law promul- 
gated by the State Council in December 1990 do not 
explicitly stipulate that grassroots organizations of the 
CPC may be established in solely foreign-owned enter- 
prises in accordance with the law; as a result there has 
emerged a situation where the establishment, existence, 
and development of party organizations in solely for- 
eign-owned enterprises are to a large extent dependent 
on the foreign businessmen’s attitude toward and under- 
standing of the issue. A small number of foreign busi- 
nessmen who are opposed to establishing party organi- 
zations in enterprises would fire party members as soon 
as they are discovered, and clear away party organiza- 
tions; meanwhile grassroots party organizations are at a 
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loss what to do. The demand for explicit legal and policy 
provisions for the legality and rightfulness of the exisi- 
ence of party organizations in solely foreign-owned 
enterprises does not entail the demand for giving party 
Organizations in solely foreign-owned enterprises the 
status and power similar to those enjoyed by party 
organizations in state-owned enterprises, but entail the 
demand for providing necessary safeguards for the exist- 
ence and development of party organizations under the 
preconditions of respecting the international practices 
regarding the management of foreign-funded enterprises 
and of respecting the legitimate rights and interests of 
foreign businesses. 


Enterprise employees have the right to participate in 
legal political parties. This is a legal principle followed 
both at home and abroad. But there is a large difference 
between socialist and nonsocialist countries in the status 
and operating methods of grassroots enterprise organi- 
zations of political parties (especially the ruling party). 
Foreign businesses’ biggest worry is that enterprises’ 
party organizations would acquire the power similar to 
that enjoyed by party organizations in state-owned enter- 
prises by exploiting the ruling party status of the CPC, 
thereby threatening foreign businessmen’s independent 
management of private enterprises. If we make appro- 
priate legal and policy rules which explicitly stipulate 
that the existence and activity mode of party organiza- 
tions in solely foreign-owned enterprises should not 
affect foreign businessmen’s independent management 
of enterprises, and if we establish party organizations 
and carry out party work in an active and steady manner, 
then we are sure to secure understanding and support 
from foreign businessmen. 


Third, party organizations in solely foreign-owned enter- 
prises should enhance leadership over trade union orga- 
nizations in enterprises, and should be good at using the 
trade-union battle position in an effort to conduct their 
own work, consolidate their political position, establish 
their political prestige, and increase party organizations’ 
cohesive power and rallying power. The lawful status of 
trade unions, as employee organizations in enterprises, 
in solely foreign-owned enterprises is protected by var- 
ious enterprise laws and regulations. Trade unions’ car- 
rying out work and the participation of trade unions in 
enterprise management are in accord with international 
practices, and are thus understood and respected by 
foreign businessmen. To have party organizations 
actively promote the establishment of trade union orga- 
nizations in solely foreign-owned enterprises and to have 
party organizations participate in enterprise manage- 
ment through trade union organizations represent a very 
realistic approach. 


According to the Marxist theory, trade unions constitute 
a tie and bridge linking up the masses of workers with the 
party. Through having party members work in trade 
unions, party organizations influence the broad masses 
of employees, make propaganda on the party’s line and 
general and specific policies, raise the ideological con- 
sciousness of the masses of workers, and get employees 
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organized in activities to maintain their own legitimate 
rights and interests, thereby increasing the party’s influ- 
ence and strength. This theory provides an important 
guiding idea on the work of party organizations, 
including party organizations in solely foreign-owned 
enterprises. In solely foreign-owned enterprises, party 
Organizations can still become political cores, but such 
political core status is not just given to them on the basis 
of legal and policy protection or guaranteed through the 
distribution of enterprise management power and the 
deployment of cadre personnel, but is embodied in the 
party organizations’ own work. The chief way to play the 
political core role is to provide effective leadership over, 
and to organize, trade union work. 


Fourth, while carrying out trade union work in solely 
foreign-owned enterprises, party organizations should 
pay attention to enhancing multichannel communica- 
tion and cooperation with foreign businessmen, and 
secure understanding and support from foreign busi- 
nessmen, so as to create a good enterprise environment 
for the building of party organizations. The existence of 
solely foreign-owned enterprises is the product of our 
party’s reform and opening up policy. It is our policy to 
develop the national economy, to introduce advanced 
technical equipments, and to learn advanced manage- 
ment experience of foreign countries through utilizing 
foreign businesses’ investing in establishing enterprises. 
In carrying out work, party organizations in solely for- 
eign-owned enterprises should be guided by the afore- 
mentioned policy, seek common grounds and keep dif- 
ferences in the process of communicating and 
cooperating with foreign businessmen, seek effective 
ways of cooperation under the precondition of adhering 
to principles, and utilize trade union organizations in 
adjusting labor-management relations, in organizing 
labor contests, and in providing technical and manage- 
ment training, so as to promote the development of the 
enterprises in the right direction. Party organizations can 
secure understanding and support from foreign busi- 
nessmen through carrying out practical work, being 
sincere, organizing activities, and giving play to party 
member’s pioneer and model role, thereby creating a 
vast space for the building of party organizations. 


Fifth, to enhance the building of party organizations in 
solely foreign-owned enterprises, it is necessary to pro- 
ceed with efforts at both the upper and lower levels 
simultaneously. On the one hand, enhance sector-based 
management, establish effective management institu- 
tions, and overcome the phenomena of disorderly sector- 
based supervisory relationships and of “management in 
name but not in substance”; on the other hand, in 
grassroots organizations, make further efforts to do a 
good job of building organizations and institutions and 
carrying out the work of party membeis’ ideological 
education, enhance party members’ sense of organiza- 
tion, and prevent the lowering of the political quality, so 
that the building of party organizations in solely foreign- 
owned enterprises can proceed in a normal and regular 
manner. 
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Xu Jiatun’s Memoirs on She Mengxiao 


94CM0175A Hong Kong LIEN HO PAO in Chinese 
27, 28, 29, 30 Sep 93 


[Installments No 146-149 of the serialized memoirs of 
Xu Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[27 Sep 93 p 2] 


[Text] The Situation Was Unusual (Part One of Four)— 
Zhou Nan [0719 0589] Transferred She Mengxiao Back 
Through Creating an Excuse, Thereby Removing the 
Obstacle To Persecuting Me; A Friend Advised Me: “Be 
Careful Because Their Eyes Are Watching You” 


In April 1990, as I was attending a session of the 
National People’s Congress [NPC], the CPC Central 
Organization Department asked She Mengxiao, deputy 
director of the Hong Kong Branch of the XINHUA 
NEWS AGENCY, to come to Beijing to have a talk. He 
was summoned to a meeting on the day of his arrival in 
Beijing, and was criticized for not reporting Xu Jiatun’s 
three “unauthorized trips to Hong Kong” which he had 
known. It was said that the criticism was based on Zhou 
Nan’s report to responsible persons at the center, and 
that Zhou Nan had learned the three trips to Hong Kong 
only from Hong Kong’s newspaper reports and had been 
“greatly astonished.” 


She Mengxiao had been notified that he would be 
transferred back to Beijing immediately and be assigned 
another job. 


Actually She Mengxiao had told Zhou Nan about my 
three trips to Hong Kong before there had been reports 
in publications. And the Taiwan Affairs Office at the 
center had also sent a telegram beforehand, which Zhou 
Nan had seen. 


She Mengxiao’s reaction was: “Incomprehensible, unac- 
ceptable.” Those who were talking to him were unable to 
do anything about such a situation, and said that deci- 
sion would be made after reporting to the Standing 
Committee of the CPC Central Committee. 


The next day they talked to She Mengxiao again, saying: 
“The responsible persons of the center have decided that 
the decision on the transfer back to the hinterland be not 
changed.” However they changed their tone, saying: “A 
normal transfer. Not related to Zhou Nan’s report.” She 
Mengxiao continued to argue that such would be even 
more incomprehensible, and that if a normal transfer 
was involved, then his term had not expired according to 
regulations on personnel stationed abroad for he had 
been on the job for only a little over a year. Those who 
were talking to him then brandished the big “organiza- 
tion” flag, criticizing She Mengxiao for having a bad 
attitude. Under the high pressure, She Mengxiao could 
not but comply. 


She Mengxiao had previously been deputy secretary 
general of the Central Political-Legal Steering Group and 
the Central Political-Legal Commission of which Qiao 
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Shi had been head and secretary respectively. Many of 
Qiao Shi’s speeches had been drafted by She Mengxiao, 
who had been a talented “scholar.” He was wrongly 
accused in such a manner just a little over a year after he 
came to Hong Kong. This case caused widespread indig- 
nation among some senior cadres in Beijing, who 
believed that it was just intolerable that some people at 
the center had gone so far in disregarding the party’s 
spirit of seeking truth from facts and organizational 
principles and in turning matters of right and wrong 
upside down. Feeling that She Mengxiao had been 
treated unfairly, some people went to see Qiao Shi. Qiao 
Shi said that he sympathized with She Mengxiao but 
could get no audience when arguing She’s case in the 
Standing Committee, and that there was no way of 
protecting She. I felt very sad upon hearing the story. 


Then Song Ping [1345 1627] “talked” to me. After a few 
words of greeting at the beginning of the meetiug, he 
officially notified me: “The Standing Committee has 
decided that you come back to live in Beijing.” In this 
way it was finally made clear that I was not permitted to 
stay in Shenzhen. I already knew that Zhou Nan had 
asked a responsible person of the center not to allow me 
to live in Shenzhen, arguing that his work would be 
affected. Therefore I had already been psychologically 
prepared. I said calmly: “I understand the Standing 
Committee’s decision. I don’t want to come to Beijing. It 
is better to let me go back to Nanjing.” Song Ping first 
said that he personally agreed to the suggestion, but that 
it was necessary to seek the Standing Committee’s 
approval. Then he indicated that he would immediately 
tell Jiangsu to prepare housing for me, and he also said: 
“The CPC provincial committee will welcome you 
back.” 


Then Song Ping changed the subject, and said, showing 
his “concern” for me: “I would like to make some 
personal, critical observations of you.” It was normal for 
the head of the Organization Department to show con- 
cern for cadres and to criticize cadres. I nodded and 
listened attentively. Song Ping said: “Some people have 
criticized that article on renewing our understanding of 
capitalism. Might it not be advisable that you reconsider 
the article?” He also asked: “Was it Ren Zhongyi [0117 
0112 1138] who put forward the idea of renewing our 
understanding of socialism?” I was surprised to see that 
they had been so annoyed by Ren Zhongyi also. I made 
no reply to the question. 


I expressed my appreciation of his good intention in 
warning me, and replied: “Thank you for you concern. 
To this day I still believe that while the language in a few 
places perhaps should be reconsidered, the article as a 
whole is not wrong.” I also said: “I have already heard 
that a member of the Standing Committee of the CPC 
Central Committee has specially assigned people to write 
criticizing articles. I am already prepared to be publicly 
criticized.” Song Ping hurriedly explained: “Such is not 
true.” 
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In passing I also mentioned the case of Zhou Nan’s 
distorting the facts to make false accusations against She 
Mengxiao and of the Organization Department’s trans- 
ferring back She Mengxiao anyway in a failure to uphold 
justice, and expressed my opinion, indicating my resent- 
meni. Song Ping listened in a gracious manner, and 
made no explanation at all. This talk made both of us 
unhappy. 


It was only later that I realized that Zhou Nan’s trans- 
ferring back She Mengxiao through creating an excuse 
had been for the purpose of removing an obstacle to 
“preparing” material on me. 


Some of my friends asked about the contents of my 
“talk” with Song Ping. After learning the contents, they 
earnestly warned: “Be careful. Their eyes are watching 
you!” 


Those several friends were rather informed of the “‘situ- 
ation at the top.” I figured that if even a man who had 
already decided to retire would not be tolerated, then I 
would not live in Beijing after going back to Jiangsu but 
rather be a hermit in my native place Rugao County, and 
that as I would not be involved in any “worldly affairs,” 
you must then be willing to leave me alone. I still 
entertained this naive illusion. I cancelled the plan to 
visit Jiuzaigou, Sichuan, after the NPC session, and 
immediately went to Nanjing. After getting approval 
from the CPC Jiangsu Provincial Committee, I immedi- 
ately went back to Shenzhen in order to get prepared to 
move back to my native piace. 


After Zhou Nan took over in early February, one 
“strange thing” after another happened. The more I 
thought about them, the more they appeared to me to be 
related to “the eyes watching you.” 


[28 Sep 93 p 2] 


[Text] Thee Situation Was Unusual (Part Two of Four)— 
Zhou Nan Submitted “Material” On Me, Resulting in 
My Fear of Becoming a Second “Liang Xiang” [2733 
3276]. 


In February Zhou Nan stopped paying my salaries and 
my wife’s salaries in Hong Kong. My wife was very angry 
but I just responded with a smile. According to normal 
practices, salaries would be paid by the receiving unit 
only after the organizational introduction letter reached 
the receiving unit. I would not leave office until mid- 
February, and the CPC Hong Kong and Macao Work 
Committee had not yet written my organizational rela- 
tion introduction letter to the receiving unit. And the 
letter could not be written then because the center had 
not made clear where I would live after being transferred 
back to the hinterland. It was laughable that Zhou Nan 
was in such a hurry to drive me out of Hong Kong. 


Before Zhou Nan assumed his office, I had already 
moved out of the Hong Kong Branch of the Xinhua 
News Agency Building, and my personal belongings had 
also been shipped to Beilingju (the XINHUA NEWS 
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AGENCY ’S base in Shenzhen), Shenzhen. Among the 
belongings were dozens of cases of books, journals, and 
documents (mainly copies of the texts of my speeches at 
some meetings, of which the general office kept the 
originals or transcripts on file). But, while I was 
attending meetings in Beijing, Zhou Nan had the general 
office order my secretary “to sort out” the documents, 
and had my documents taken away, including the drafts 
of my statements made at the “ -to-heart talk” 
meetings in Beijing and the transcripts of their state- 
ments at the meetings. The resignedly told me 
on the phone: that Zhou Nan had insisted that these had 
all been “state secrets” documents and must be take 
away to be “placed on file.” As they were now in power 
and as I was then in Beijing, I could not but tell the 
secretary to let them take the documents. I intended to 
reason with them once I was back in Shenzhen. 


In early March many colleagues in the branch told me 
that toward the end of February Zhou Nan had set up a 
task force headed by Xu, director of the general office, 
“to prepare” material on me. Zheng Hua was in overall 
charge of the task force, which had already begun “‘inves- 
tigations” into my “personal, financial, and material” 
situation in Hong Kong. At first I did not believe the 
rumor, but later, after many of those investigated told 
me about the investigations directly or indirectly, I 
realized that all this was true. According to the rules 
made by the CPC Central Committee, “investigations” 
on the number one men of the provincial and ministerial 
level could proceed only with the approval given collec- 
tively by the Standing Committee of the CPC Central 
Committee or by the general ecretary. Obviously Zhou 
Nan had received from the top leadership in Beijing 
instructions on or approval for taking this unusual action 
shortly after taking office. Although I had a clear con- 
science, I still sensed: that I probably would not be 
allowed to have a “safe landing.” 


On 22 April I returned to Shenzhen. In the early hours of 
the next morning, the director of the Shenzhen Office of 
the XINHUA NEWS AGENCY came to Beilingju. With 
a look on his face saying that he was powerless regarding 
the matter, he told me that the general office had 
transmitted Zhou Nan’s “instruction” to have the car 
used by the “director” taken back to Hong Kong in the 
afternoon. I said, giving a forced smile: “It is all right if 
the car needs to be taken back.” I gave a special dinner to 
say farewell to the driver Master Xu, thanking him for 
his service over the several years. I realized only after- 
wards that the car had a license plate allowing it to go to 
Hong Kong and Macao and come back freely. Zhou Nan 
was preventing me from passing Man Kam To (the 
checkpoint for automobiles going between Hong Kong 
and Shenzhen) so as to prevent me from going to Hong 
Kong “privately” again. 


On the 24th I was informed by a reliable source that 
Zhou Nan had written an official report on my “prob- 
lems” based on the “material” on me and submitted the 
report to the CPC Central Committee and the State 
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Council. Zhou Nan’s “decisiveness” and “high effi- 
ciency” in accomplishing this task and the various signs 
detected over the several months suddenly woke me up 
and shattered the illusion about a “safe landing,” waking 
me up from my dream of living in my native place. 
Becoming a “second Liane Xiang” or even meeting a 
worse fate than Liang Xiang was no longer impossible, 
but would become the reality facing me! How to handle 
the situation? I went into very complicated and painful 
thinking. 


In the name of the CPC Central Committee and the State 
Council, Li Peng used the excuse of studying the devel- 
opment of Yangpu Port of Hainan to have Liang Xiang, 
governor of Hainan, and Xu Shijie [6079 1102 2638}, 
secretary of the CPC Hainan Provincial Committee, fly 
to Beijing on a special plane. Immediately after getting 
off the plane, Liang Xiang was put under house arrest, 
thereby losing his freedom. It was only then that Li Peng 
sent a task force headed by Supervision Minister Wei 
Jianxing [1414 0256 5887] to conduct investigations in 
Hainan Province. Three months later the results of the 
investigations showed that Liang Xiang had not been the 
main initiator and leader in the so-called “anticenter” 
incident in which a telegram in the name of the CPU 
Hainan Provincial Committee and the Provincial Gov- 
ernment of Hainan had been sent to the CPC Central 
Committee and the State Council to show support for 
Zhao Ziyang’s policy on handling the student move- 
ment, and that the accusations about Liang Xiang’s 
“economic problems” brought by some people to the 
center were also flimsy. As he had been unable to find the 
“criminal evidence” needed by Li Peng, this minister 
complained privately to some responsible persons of 
Hainan Province, before returning to Beijing to report 
on his work: “The result would not be acceptable to my 
superior.” 


There was then a rumor in Beijing: that in view of Liang 
Xiang’ s achievements in implementing the reform and 
opening policy and developing the special economic 
zones, Deng Xiaoping had instructed Jiang Zemin and 
Li Peng “to do everything possible to spare” Liang 
Xiang. But in the end Jiang and Li still relieved Liang 
Xiang from all his duties inside and outside the party on 
the basis of the unwarranted charge of “using office for 
personal gains.” And they would not let the matter drop, 
but continued to have a task force conduct investigations 
in Hainan and Shenzhen. As those knowledgeable people 
told me, in the “investigations” even the “chickens 
produce eggs and eggs produce chickens” method for 
settling accounts with landlords which had been consid- 
ered wrong even during the land reform was used in an 
attempt to uncover Liang Xiang’s so-called “problems” 
over the years. It was completely an act of using office for 
personal gains to use such a method, based on the total 
disregarding of facts as well as the party’s discipline and 
the state’s laws, for treating a senior cadre of the party 
and state who had joined the revolution for many years 
and who had worked diligently and made achievements! 
It was unfortunate that the erroneous practice of ruthless 
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struggle and mutual persecution in the party reemerged 
after the June 4th Incident, making me feel greatly 


pained. (147) 


[29 Sep 93 p 1] 


[Text] Chapter 16. Events Shortly Before and After I Left 
My Country 


IV. The Situation Was Unusual (Part Three of Four) 


Xu Jiatun reveals how he left his country secretly: I kept 
the secret from my wife. When passing the checkpoint at 
Lo Wu Bridge in the course of leaving Shenzhen, I was 
recognized by a guard. An old friend used his “sedan” to 


help me, picking me up halfway so as to avoid my getting 
off at Kowloon. 


It was only after thinking over the matter again and again 
for a whole day on the 25th that I made up my mind: in 
order to ensure my right to defend myself and to make it 
possible for me to use my remaining energy in my later 
years to do some work for society, I would “put up with 
light punishment but leave in the face of severe punish- 
ment”; I would let everything I had now be lost for the 
time being. I decided “‘to leave my country” and to wait 
for the opportunity to return. I did not lose hope about 
my country and nation, neither was I totally disap- 
pointed in the Communist Party of China. I was just 
forced by the situation to make this “bad move.” 


On the afternoon of the 25th I telephoned a friend whom 
I had known for many years and whom I could trust, 
asking him to come to Shenzhen for farewell-saying 
purposes on the ground that, “I would leave Shenzhen 
for Nanjing right away.” On the 26th he crossed Lo Wu 
Bridge and came to see me early in the morning. He 
listened sympathetically to my decision, and expressed 
his willingness to help me “leave my country.” On the 
morning of the same day he returned to Hong Kong and 
applied for a tourist visa on my behalf to the U.S. 
Consulate-General in Hong Kong. I requested that 
efforts be made to enable me to leave on the 28th. After 
applying to the U.S. Consulate-General, the friend tele- 
phoned me, saying: “The thing cannot be bought on the 
28th and has to be bought on the 30th.” I was worried 
that the delay could result in my plan being detected by 
the Hong Kong Branch of the XINHUA NEWS 
AGENCY, thereby making me unable to leave. 


That old friend also telephoned Master Hsingyun of the 
Hsi'ai Monastery in Los Angeles for my sake (Hsingyun 
was then in Hawaii), telling him that at his invitation Xu 
would come to the United States shortly. Hsingyun 
readily expressed his warm welcome and indicated that 
he would ask Lu K’eng to meet me at the San Francisco 
airport. Hsingyun expressed his understanding of my 
request that “there be no contacts with anybody” and 
that “the stay be purely for the purpose of having a rest,” 
replying: “Mr. Xu will not be forced to do anything he 
does not want to do.” On the phone that old friend told 
me only: “The matters involving friends have all been 
settled. The details will be related on the 30th.” 
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After Zhou Nan came to Hong Kong, my wife Gu Yiping 
immediately left Hong Kong and lived in Shenzhen 
afterwards. She had been busy packing for several days, 
and had decided to go to Nanjing by train on the 30th 
together with the luggage. In order to avoid any unfore- 
seen problems caused by emotional factors and to try to 
prevent her from being implicated later, I had kept the 
“secret” from her throughout the process of making this 
momentous decision. As my bodyguard had some per- 
sonal matters to deal with at home, I also took the 
opportunity to ask him to go to Nanjing ahead of me. 


Having made appropriate arrangements on everything, | 
decided to leave Shenzhen for Hong Kong on the 30th 
and “to leave my country” for the United States on |! 
May. My old friend had already purchased the plane 
ticket to Los Angeles. 


On the evening of the 29th I said “farewell” to my wife 
and my daughters in Shenzhen. They did not detect in 
any way my emotional agonizing at the imminent depar- 
ture. I said to them: “In the future you should live well by 
yourselves!” They still failed to detect any implied 
message. I was sleepless for another night. 


At about 1900 on the afternoon of the 30th, my wife 
embarked on her train journey to Nanjing as previously 
planned. I lied to her, saying: that I would take a civil 
aviation plane to Nanjing in two days. Recalling this 
episode would make me feel very guilty! 


Two hours later I left Shenzhen, crossed the border at Lo 
Wu Bridge, and boarded the train from Lo Wu to 
Kowloon. In the past I would always be accompanied by 
people when crossing the border. As I would have to pass 
the Customs all by myself, I was worried for a time that 
there would be suspicions. As expected I was recognized 
by a border guard when passing the checkpoint. He even 
said: “Director, are you going Home? You look even 
younger than on television!” I nodded to greet him 
smilingly, and successfully passed the checkpoint. 


My old friend used his “sedan” to pick me up at Sheung 
Shui (the first stop for the train from Lo Wu to 
Kowloon). For if I should get off at Kowloon, I might be 
detected by people. Therefore I specially asked my old 
friend to personally drive a car to pick me up halfway. 
Some friends in Hong Kong also got into trouble for 
being suspected by the Hong Kong Branch of the 
XINHUA NEWS AGENCY to have helped me leave my 
country. After learning that I would publish my Hong 
Kong memoirs, that old friend asked me many times 
about how my departure would be written, requesting 
that I not mention his name. I replied that I would never 
requite kindness with ingratitude, asking him to set his 
mind at ease. Only when a “clean” political situation 
should emerge in China would I reveal his name. My old 
friend laughed heartily and said: “Very good. I hope you 
will then connect my small name to your ‘leaving the 
country’ so that I, an ordinary person, may have a place 
in history.” I also laughed and replied: I will obey your 
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command and this mystery will have to be solved later. 
(The last segment will be seen tomorrow.) (148) 


[30 Sep 93 p 1] 
[Text] IV. The Situation Was Unusual (Part Four of Four) 


Xu Jiatun would not have been able to escape if his move 
had been delayed for two hours! Correct judgment and 
thrilling departure. 


That night, at my old friend’s home I wrote a letter to 
Deng Xiaoping, Yang Shangkun, and the CPC Central 
Committee. In the letter I stated: This time I have been 
forced “‘to leave my country” because of a storm in 
Beijing. But the stay will be temporary and I will return. 
I will declare publicly that I am “taking a rest by making 
a tourist trip.” 


Although I “left my country,” I still believed in Marxism 
and in the Communist Party of China, and still respected 
Deng Xiaoping. I just did not trust some members of the 
Standing Committee of the CPC Central Committee. I 
related the incidents in which Li Peng, Zhou Nan, and 
others had tried to conduct “‘post-autumn-harvest 
account set.iing,” saying that I had made this painful 
choice because I would not want to be a “second Liang 
Xiang.” I also made four promises: no attempt to seek 
political asylum; no disclosing of state secrets; no openly 
published articles and no public speeches; and no con- 
tacts with the democracy movement elements. 


Finally I asked some members of the Standing Com- 
mittee of the CPC Central Committee not to persecute 
my family so as not to force me to make further choices 
that I did not want to make after “leaving my country.” 


As I was unable to have the letter copied, I made three 
handwritten copies. One was sent to the Hong Kong 
Branch of the XINHUA NEWS AGENCY to be trans- 
ferred to Beijing; one was sent to the General Office of 
the CPC Central Committee in Beijing; and one was sent 
to a friend who was in touch with a top leader in Beijing 
and who was asked to deliver the letter to Beijing. 


A few days after arriving in the United States, there was 
a report from a source in Hong Kong: that after I had left 
Shenzhen for Hong Kong, at around 2030 on the after- 
noon of 30 April Qin Wenjun, deputy secretary of the 
CPC Shenzhen Municipal Committee, had come, under 
instructions, to the place where I had been staying in 
Shenzhen to relay the telegram order sent by the CPC 
Central Committee which had asked me to go to Beijing 
immediately. Qin had arrived at my place of two 
hours after my departure. Seeing that I had he had 
waited until very late into the night and — 
making inquiry phone calls to every place hurriedly. This 
episode had proved that my earlier judgment had been 
correct. 


At 9:25 [AM or PM not specified] U.S. western time on 
1 May, the plane arrived at the San Francisco airport on 
time. Lu K’eng and Ts’ui Jung-chih were already waiting 
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at the airport. Lu K’eng then immediately flew with me 
to Los Angeles. In this way I became Master Hsingyun’s 
on. Their warm and attentive reception made me feel 
grateful. 


After arriving in Los Angeles I immediately contacted 
Ma Yuzhen, Chinese consul general in Los Angeles, and 
met with him in the Hsilai Monastery soon afterward. I 
told him face to face my reason for “leaving my coun- 
try,” and repeated the four promises. Ma Yuzhen had 
already been instructed to persuade me to return home, 
and promised that there would be no “trouble” after my 
return to China. I thanked him for his good intention. 
Not long afterward Zhu Qizhen, Chinese ambassador to 
the United States, was also instructed to meet with me in 
Los Angeles. He made further efforts to persuade me to 
return home, promising that there would be no “trouble” 
after my return to China. Could I believe the promise 
that there would be no trouble after my return to China? 
In reply I told Zhu Qizhen that I would not be going back 
for the time being but would keep the four promises, 
asking him to tell Beijing to set its mind at ease. I also 
indicated my attitude toward Beijing’s “promise”: 
“With Li Peng in power, who can ensure that promises 
are kept? Even if Li Peng would not make any trouble, 
who will be able to ensure the keeping of the promises 
when some people should proceed to make troubles?” 


During this period, on three occasions I took the initia- 
tive in having meetings with the consul general and the 
vice consul general in Los Angeles. Zhu Qizhen had been 
instructed to meet with me, and I did not take the 
initiative in this instance. 


During Yang Shangkun’s visit to four Central and South 
American countries, Zhu Qizhen transmitted the mes- 
sages contained in the phone call made by Yang 
Shangkun from Mexico, which expressed the hope that I 
would go back to China together with Yang Shangkun on 
the same plane at the end of his trip. There was also the 
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promise that “I would be treated well.” I thanked him 
for his kindness, and indicated that I had no confidence 
in the promise about the way I would be treated after 
going back to China. 


In late February 1991 I asked Consul General Ma 
Yuzhen for a meeting (I already knew by then that Jiang 
Zemin and Li Peng would take further “actions” on my 
leaving the country), and at the meeting I asked Ma to 
transmit my message: ““Whatever they say and do, I have 
the right to publicly defend myself, and history will reach 
a correct conclusion.” Ma Yuzhen might not have 
known then the situation, and asked me if I had heard 
something. He said: “This may not necessarily be true.” 


As expected, making use of the power in their hands, 
Jiang Zemin and Li Peng destroyed my way home. On 19 
February the Standing Committee of the People’s Con- 
gress of Guangdong Province dismissed me from my 
post as a deputy to the NPC; the Xinhua News Agency's 
news on 2-3 March also contained the announcements 
that I had been dismissed from my post as a member of 
the NPC Standing Committee, that I had been expelled 
from the Communist Party of China, and that I had been 
dismissed from my post as a member of the CPC Central 
Advisory Commission. I had already expected that this 
would happen, and was psychologically prepared. 
Friends would say that I had been unfairly treated, and 
suggested that they would raise the issue. After thinking 
over the matter again and again, I decided to write, 


firstly, “A Preliminary Analysis of Peaceful Evolution,” 
and, then, my memoirs. 


History, I believe, will use facts to show that it is true 
that some people have betrayed the people and Marxism, 
but that I have not done so. Even if I will not be able to 
see the beauty of China, the mother who has experienced 
all kinds of tribulations—the motherland—will let the 
soul of a son who has shared her worries and happiness 
return. (The end of Chapter 16, “Events Shortly Before 
and After I Left My Country.”) (149) 
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{Interview with Professor Liu Guoguang by Xiao Meng 
and He Dexue on 5 December 1993, place not given: 
“Construct Solid Actors in the Socialist Market Econ- 
omy—An Interview With Professor Liu Guoguang, a 
Prominent Economist”’] 


[Text] As pointed out by the Third Plenum of the 14th 
CPC Central Committee, it is necessary to establish a 
modern enterprise system appropriate to a socialist 
market economy. However, people’s understandings of a 
modern enterprise system are not very clear and uniform; 
in addition, people are also in the process of exploring and 
studying some concrete ideas on the establishment of a 
modern enterprise system. Therefore we specially inter- 
viewed Professor Liu Guoguang, a prominent economist, 
who participated in the drafting of the Decision on the 
Several Issues Concerning the Establishment of a 
Socialist Market Economic System. 


[Xiao and He] Enterprise reform has been going on for 
over ten years in our country. Why was the idea of 
establishing a modern enterprise system raised just now? 
Would you please discuss the background involved. 


[Liu] The Third Plenum of the 14th CPC Central Com- 
mittee formulated the basic framework of a socialist 
market economic system, and a very important pillar 
and pivotal point is the establishment of a modern 
enterprise system. As we all know, to establish a socialist 
market economic system, it is first of all necessary to 
have fully developed actors engaged in market activities. 
And among various kinds of market actors, enterprises 
are the most basic and important ones. Over the past 
ten-odd years, while always situated at the center of our 
country’s economic structural reform, the reform of 
state-owned enterprises has all along been one of the 
difficult problems puzzling the reformers. As should be 
recognized, the reform of state-owned enterprises has 
proceeded mainly in the direction of expanding enter- 
prise autonomy, and the approach used has been one of 
“delegating power and giving away gains”; some 
progress has been made, thereby providing some foun- 
dation for enterprises’ entry into the market. Neverthe- 
less, up to now, the reform measures concerning state- 
owned enterprises have not deviated from the line of 
thought characterized by the idea of “delegating power 
and giving away gains,” neither have they constituted 
breaking away from the confines of traditional ideas— 
taking the initiative in actively proceeding with the 
reform of the traditional enterprise system. Conse- 
quently such problems besetting state-owned enterprises 
as the failure to separate government from enterprises, 
the unclear property rights relationships, enterprises’ 
lack of the right to freely enter the market, and soft 
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financial-budget constraints have remained unresolved 
throughout all these years. The “one-third each” situa- 
tion in which nationwide one-third of state-owned enter- 
prises are making losses, one-third potential losses, and 
one-third profits means that the situation of low effi- 
ciency in state-owned enterprises has not been funda- 
mentally improved. The economics community has been 
engaged in exploratory discussions of the issue of the 
necessity to fundamentally reform the system of state- 
owned enterprises, and has now reached rather unani- 
mous understandings, that is, that to further proceed 
with the reform of state-owned enterprises, it is neces- 
sary to resolve deeper-level contradictions, turning from 
using the policy which mainly entails “delegating power 
and giving away gains” into carrying out enterprise 
system innovations which mainly jclude clarifying 
property rights relationships. In other words it is neces- 
sary to reform the form of embodiment of state owner- 
ship and the ownership framework governing state- 
owned enterprises, establishing an enterprise system of a 
new type which is mainly based on the system of 
corporate legal entities. This is the modern enterprise 
system clearly set forth in the Decision. 


[Xiao and He] Many people have now put forward the 
concept of “turning entities into corporations.” As we 
read not long ago, when interviewed by a reporter of 
ZHONGHUA GONGSHANG SHIBAO, you also said 
that it was necessary to establish the system of corporate 
legal entities. What do you believe to be the main 
characteristics of the corporate system as a modern 
enterprise system? 


[Liu] The corporate system is a modern enterprise 
system; it is the product of prolonged development of 
modern market economics and socialized large produc- 
tion, an achievement of human civilization, and a part of 
mankind’s common wealth. Since we have decided to 
establish a socialist market economic system, it is neces- 
sary to transform state-owned enterprises which consti- 
tute such a large proportion of the national economy into 
actors appropriate to a modern market economy. In my 
view, turning entities into corporations is also the pro- 
cess of transforming traditional state-owned enterprises. 
The corporate system has the following several main 
characteristics: First, property rights relationships are 
clear. It is thus possible to achieve the separation of the 
investors’ ownership rights from the enterprise legal 
entities’ property rights, so that enterprises may become 
legal entities with civil law rights and civil liability and 
actors in market competition, on the basis of corporate 
properties formed by investments from enterprise inves- 
tors. Second, rights and responsibilities are clear. By 
having legal entity properties, corporations would both 
acquire effective independent management power, and 
have increased responsibility, to investors, for their own 
profits and losses and for preserving and increasing the 
values of assets. On the one hand an investor enjoys the 
owner’s rights on the basis of the amount of capital he 
has invested in the enterprise, including those relating to 
returns on assets, important decisions, and the selection 
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of enterprise managers, but does not directly intervene in 
the enterprise’ management activities; on the other hand 
the investor assumes limited liability for debts on the 
basis of the amount of invested capital when the enter- 
prise goes bankrupt. Third, there is a standardized 
corporate governing structure, that is, that a balancing 
and constraining mechanism which adjusts relationships 
among owners, representaiives of the legal entity, man- 
agers, and the employees as a group will be established 
through the forming and functioning of such corporate 
governing institutions as the general meeting of share- 
holders, the board of directors, the board of supervisors, 
and executive departments (management departments). 
Fourth, the system is conducive to raising funds, thereby 
presenting a g00d way to increase the scale of production 
and to socialize capital. Having state-owned enterprises 
turn into being based on the modern corporate system 
will provide a foundation for severing the umbilical 
cords linking up enterprises with government, rectifying 
the relationships of property rights over state assets, and 
achieving the transformation of state-owned enterprises’ 
mechanisms, and also increase the scope of fund raising, 
thereby promoting the development of socialized large 
production. 


[Xiao and He] What specific ideas do you have on 
transforming various enterprises in the various indus- 
tries in our country into corporations? 


{Liu] In order to standardize corporations’ governing 
structure and operating mechanisms, it is obviously 
necessary to diversify shareholding by having multiple 
shareholders. Overall, this objective can be achieved 
through transforming entities into multiple-shareholder 
corporations through issuing shares on the basis of the 
existing assets of state-owned enterprises, issuing addi- 
tional shares on the basis of increases in their assets 
selling or transferring their shares, or forming joint 
ventures. It is proper to determine the proportion of 
bes in an differentiating and 


dhdtien fen taaedcaten tne anette, first, 
generally, practice sole state ownership and adopt the 


tions, do not set up the general meetings of shareholders, 
and let the relevant agencies who have been entrusted to 
manage and supervise the enterprises’ state assets send 
representatives to supervise the preserving and 
increasing of the enterprises’ state assets. Second, with 
regard to the backbone enterprises in the basic and pillar 
industries, it is proper to gradually transform the solely 
state-owned corporations into state holding companies, 
so as to gather more social funds to be invested in key 
industries; the proportion of state-held shares should be 
determined by the position of the relevant enterprise in 
the national economy and by the degree of dispersion of 
the shares involved. Third, it is proper for the state not to 
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hold controlling shares but just some shares of enter- 
prises in ordinary competitive industries, and for the 
state to carry out market operations in view of the 
financial and fiscal situation, so as to invigorate state 
shareholding and ensure the preserving and increasing of 
the value of state assets. As should be noted, experience 
abroad shows that excessive dispersion of corporate 
shares is prone to make enterprises pay attention only to 
short-term returns but di long-term development 
interests, and would also result in the weakening of the 
constraining role in terms of providing effective super- 
vision of enterprise operations. 

[Xiao and He] Some people worry that having state- 
owned enterprises turn into being based on the modern 
corporate system will inevitably weaken the leading role 
of the state sector because of the diversification of 
shareholders, or even result in a situation in which the 
relevant enterprises are in danger of being privatized. 
What are your thoughts on this issue? 


[Liu] I was going to discuss the issue of “privatization.” 
Not only do some people have worries in this respect, but 
even more people believe that the idea of a modern 
enterprise system is not clear enough, and that it would 
be better to adopt the approach of privatization of 
state-owned enterprises. Or there may be many people 
who, while not speaking out publicly, believe in private 
that only “privatization” can save state-owned enter- 
prises. I believe that both views are slanted. Perhaps 
some people would say that I am an eclectic, but this is 
not true. 


In my articles published in 1989, I already explicitly 
pointed out that it was no longer workable to continue to 


based on increases in assets) need to be 
entities or individuals. But this would do 
state assets, neither should this be considered 
zation.” This development would constitute 
of the form of state assets, turning 
monetary funds; the value remains in the 
state. Surely it is necessary to emphasize 
evaluating state assets in the process of 
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state-owned enterprises into corporations it is necessary 
to carefully inventory and evaluate assets so as to pre- 
vent the phenomenon of state asset washout caused by 
undervaluation of state assets. It is now clear that the 
inactivity of state assets under the old system was not 
good for preserving and increasing their value. Changes 
in the form of state assets and the flow of state assets, as 
a factor of production, are conducive to preserving and 
increasing their value and to reinvigorating the 
economy. 


On the other hand, I also have to point out that privati- 
zation may not necessarily be a shortcut, and would 
involve rather large difficulties and risks. In terms of 
experience around the world, the lessons of unsuccessful 
privatization in some transitional countries have begun 
to be noticed. 


[Xiao and He] If so, what do you believe to be the 
difficult issues which need to be urgently considered in 
the initial stage of the transformation of entities into 
corporations? 


[Liu] In my view, in reforming state-owned enterprises, 
it is necessary to think about: Making clear who will 
preside over the transformation of a state-owned enter- 
prise on behalf of the original owner; and making clear 
who will be the representative of the state-held shares in 
the future corporation. Both issues will lead to many 
specific operational problems, and are therefore very 
complicated. It is necessary, I believe, to make clear 
theoretically that the function of the state as the owner of 
state assets and the political authority function of the 
state as the social and economic regulator should be 
separated, that is, that government and assets should be 
separated from each other. Each status of the govern- 
ment has its different purpose. If government and assets 
are not separated, then the government’s command 
signals sent to enterprises would tend to be mutually 
contradictory and chaotic; nevertheless the administra- 
tive command nature of those signals would tend to 
make it difficult for enterprises to refuse to implement 
them. Therefore the failure to separate government from 
assets and the failure to separate government from 
enterprises are inherently linked together. If the problem 
of government’s remaining not separated from assets is 
not resolved, then it would also be difficult to achieve the 
separation of government from enterprises. It is neces- 
sary to establish and strengthen the authority institutions 
exclusively engaged in performing the function of man- 
aging the ownership rights over state assets, changing the 
preexisting situation in which state assets are managed 
by multiple bodies but in which no one is actually 
responsible for the assets. Otherwise the phenomenon of 
the “absence of the owner” of state-owned enterprises 
will remain unresolved. This is the most difficult 
problem in the current efforts to reform state-owned 
enterprises. With regard to this problem, the Decision 
states that “it is necessary to actively explore the right 
form and way of managing state assets and of conducting 
business operations based on state assets.” The state- 
ment is concise but comprehensive, giving reformers a 
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large space and room for manoeuver. In my view, the 
management of state assets and business operations 
based on state assets should also be separated. Agencies 
managing state assets perform the function of adminis- 
trative management of state assets. At the same time, it 
is proper to consider having state-asset management 
agencies authorize or entrust parent companies in some 
large enterprise groups, investment companies, and large 
enterprises capable of making the investments needed to 
get controlling shares so that they may become holding 
companies, performing the function of carrying out 
business operations based on state assets within a certain 
scope. It is also proper to establish some companies 
designed to engage in business operations based on state 
assets, mainly those of small and medium-sized enter- 
prises and those in the form of value. Currently, for 
transitional purposes, the state may entrust some spe- 
cialized economic agencies with the task of establishing 
state-asset supervision agencies which will supervise the 
subordinate enterprises with regard to the preserving 
and increasing of the value of the enterprises’ state 
assets. With the dismantling of specialized economic 
agencies, those supervisory agencies should also be grad- 
ually turned into institutions carrying out business oper- 
ations based on state assets. The existing national 
corporations in the various sectors should be gradually 
transformed into several enterprise group corporations 
and state-asset business corporations of a holding- 
company nature, in accordance with the requirements of 
the modern enterprise system. Currently the situation of 
washout of state assets is serious. In turning entities into 
corporations, it is all the more necessary to adopt effec- 
tive measures to prevent the situation where asset-based 
shares are characterized by low prices and where shares 
are sold at low prices or even given away free to 
individuals. It is necessary to plug loopholes in all 
aspects so as to ensure that state assets and the related 
rights and interests are not encroached upon. 


[Xiao and He] There exists now an argument that after 
becoming corporations enterprises may acquire their 
own property rights. What is you view? 


[Liu] In this respect, I believe, there exists a misunder- 
standing with regard to whether enterprises may hold 
shares of their own enterprises. This issue should be 
clarified. According to some comrades, after the “change 
from making appropriations into giving loans,” the 
assets formed on the basis of state loans to enterprises 
after the repayment of debts are no longer state invest- 
ments but should belong to the enterprises. Those assets 
should be considered the basis of shares owned by 
enterprises themselves when shares are issued on the 
basis of assets in the process of turning entities into 
corporations. Our view should be that the ultimate 
ownership of an enterprise’s assets belongs to the inves- 
tors, including the state’s ownership rights. Enterprises 
themselves have legal-entity property rights formed on 
the basis of the investments made by the ultimate 
investors. Whether the assets involved are formed on the 
basis of profit retention under the situation of enter- 
prises’ shouldering all responsibility for their profits or 
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losses or are enterprise assets after the repayment of 
debts relating to the practice of changing from giving 
appropriations into giving loans, ultimately the proper- 
ties belong to the original owners, assuming the form of 
increases in the value of the stocks or increases in shares. 
Enterprises may not hold their own shares. Allowing an 
enterprise to hold “its own shares” would result in those 
running business operations based on state assets vio- 
lating the rights of the owner, making it impossible to 
safeguard the owner’s rights. If the owner holds shares by 
itself in addition to legal-entity property rights, then 
shareholding rights would represent both legal-entity 
property rights and ultimate ownership rights; as a result 
relationships between the owner and the actor carrying 
out business operations based on the assets involved will 
inevitably become disorderly, leading to a situation 
where the interests of the actor carrying out business 
operations based on the assets are promoted at the 
expense of the interests of the owner. Such a situation 
will not meet the requirements of a modern enterprise 
system. However they are produced, all increases in 
assets are manifested as investors’ gains, and the right to 
returns on assets belongs entirely to the investors. Surely 
in the process of development enterprises need to pro- 
vide drive-increasing incentives, but this issue is 
resolved through incentive mechanisms such as the 
systems of salaries and bonuses for management per- 
sonnel and of wages and bonuses for workers. With 
regard to enterprise employees’ holding a certain propor- 
tion of the shares of their enterprise, such shareholding 
should be limited and should not exceed a certain 
proportion. In order to develop, an enterprise needs to 
have funds and has to retain profits and keep common 
purpose funds, but the ultimate ownership rights 
involved belong to investors. An enterprise may carry 
out independent operations based on the shareholders’ 
funds, and assume independent responsibility for profits 
and losses. Successful operations will be manifested as 
increases in the market value of the shares held by 
investors. In such a situation new shares may also be 
issued, but only to the existing investors instead of the 
enterprise. An enterprise has legal-entity property rights, 
and may control all the invested capital and carry out 
business operations based on such capital; if the opera- 
tions are successful, the board of directors can reward 
and promote management personnel; the management 
personnel who have performed poorly will be dismissed. 
An enterprise may also make investments; however it 
may only invest, as a legal entity, in other enterprises and 
hold the shares of the enterprises receiving the invest- 
ments, but may not hold its own shares. This misunder- 
standing should be eliminated; otherwise it can easily 
lead to a situation where those carrying out business 
operations based on assets encroach upon the rights of 
investors. 


By the way, another misunderstanding should also be 
eliminated. Some comrades believe that the basic con- 
tent of the transformation of entities into corporations is 
to have shares embody property rights and to have 
corporations listed, regarding the move as an expedient 
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way to gather funds and create new enterprises. The 
operating mechanisms of some listed corporations 
remain as before. This situation does not meet the 
requirements of the modern corporate system. 
According to experience abroad, the number of corpora- 
tions listed in securities exchanges is very small; those 
corporations account for only approximately 1-2 per 
thousand of the total number of corporations. In the 
Western developed market-economy countries, the 
stocks of most limited-liability joint-stock companies are 
traded on trading markets outside the stock exchanges, 
and only the stocks of a small number of large corpora- 
tions are listed and traded in securities exchanges. For 
instance, in the early 1980s only less than 2,000 of the 
approximately 2.5 million U.S. companies are listed in 
securities exchanges. Thus this misunderstanding has 
resulted in the distortion of stock market behavior. As 
state-owned enterprises have not completed the transfor- 
mation into corporations in a standardized manner and 
as their accounting and auditing systems are not fully 
developed, the stock market has not only failed to 
perform a positive function, but on the contrary has to 
some extent induced excessive speculation and the 
“bubble” phenomenon. Such a situation is not condu- 
cive to the effort to transform entities into corporations. 
The chief goal of the effort to transform our country’s 
enterprises into corporations is to transform mecha- 
nisms but not to gather funds. For a long time to come, 
enterprises’ main fund-gathering method should be 
based on indirect fund gathering through banks, with 
direct fund gathering on the securities market serving as 
a supplementary means. Consequently, while it is proper 
to conduct active experiments on limited-liability joint- 
stock companies listed on the stock market, activities in 
this direction should not become the focal point of our 
country’s current effort to transform entities into corpo- 
rations. 


[Xiao and He] It seems that the property rights system is 
the link most critical to establishing a modern enterprise 
system. Is this your view? 


[Liu] I do not believe that it is proper to have such a 
simplistic understanding of the issue. Transforming 
state-owned enterprises into modern legal-entity enter- 
prises based on the corporate system is a very compli- 
cated and difficult process. Rectifying property rights 
relationships is surely a critical link of the reform of 
state-owned enterprises, but many other problems cur- 
rently besetting state-owned enterprises cannot be 
resolved through rectifying property rights relationships; 
on the other hand, if those problems are not resolved, it 
would be difficult to proceed with the rectification of 
property rights relationships in a successful manner. It 
can be said that the problems can be resolved only 
through adopting relevant comprehensive and mutually 
supportive policy measures and reform measures. Those 
problems include: State-owned enterprises’ heavy tax 
burdens, a serious situation of unauthorized fund gath- 
ering, unauthorized levies, and unauthorized fees, 
growing burdens created by enterprises’ retirees and 
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surplus personnel, and enterprises’ burdens caused by 
their role in providing various social-welfare services. 
For example, some people have suggested the use of the 
method of share-debt transformation for resolving prob- 
lems such as those of how to get rid of the enterprises’ 
historical burdens, how to shed the enterprises’ burdens 
resulting from their role in providing social services, and 
how to resolve the widespread problem of debt burdens 
in state-owned enterprises. It is necessary to study 
whether such a suggestion is feasible. 


[Xiao and He] You suggest that social security matters be 
removed from the enterprise system, that state-asset 
holding companies be established, that reforms of the 
taxation system and the financial system be also carried 
out, etc. Would such measures not make the reform of 
state-owned enterprises have too widespread implica- 
tions? Would people not be unwilling to wait for such a 
comprehensive reform, resulting in a failure to carry out 
the reform? 


[Liu] The reform of state-owned enterprises is certainly a 
very difficult reform. There is no doubt about that. 
Anyone saying that the state-owned enterprises with 
thousands of billions of yuan in assets can easily turn 
into being based on a true modern corporate system is, I 
believe, being irresponsible. With regard to some 
reforms such as the reform of the fiscal and taxation 
system, the separate taxation system used by market 
economy countries provides ready experience, and it 
would be fine to just proceed on the basis of referring to 
the experience; of course it is necessary to proceed in a 
way in line with our country’s realities. The situation is 
the same with the reform of the financial system. The 
central bank’s task is t> control money, maintaining 
stability and formulating a right interest-rate policy and 
policies on open market operations, but should not 
engage in commercial operations. To commercialize 
specialized banks, it is necessary to separate the policy 
nature from the commercial nature. These macroeco- 
nomic regulation and control measures do not involve 
the issue of ownership to a great extent, and there exists 
ready experience to be referred to. But when the issue of 
transforming the ownership system is involved, what is 
at stake is something essential to socialism, that is, the 
leading role of public ownership. If we are unable to 
successfully restructure the state-owned enterprises’ 
ownership framework and if we, following fashionable 
ideas, let some people use a “deceptive” approach to 
turn the enormous amount of state assets into private 
assets in a “deceptive” manner, injustice and corruption 
will become rampant across society. If such a method of 
cryptic transition is used, powerful people and swindlers 
will become very rich, whereas honest people and ordi- 
nary people will become very poor. Such a society is sure 
to be unstable, and political turbulence will be unavoid- 
able. In such circumstances, what socialist market eco- 
nomic system is there to speak of! 


We should fully understand the difficult nature of the 
reform of state-owned enterprises. For not only does the 
transformation of entities into corporations itself have 
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widespread implications, but the standardized opera- 
tional designs of the corporate system themselves will 
encounter the issue of contrasting and competition 
among various interest relationships. Past reform mea- 
sures were mostly the product of “one on one” bar- 
gaining; as a result contradictions and conflicts among 
different interests were often alleviated or delayed. But if 
all of the state’s properties are to be redistributed, 
dodging interest contradictions might not work. Never- 
theless, in any case the decision made by the Third 
Plenum of the 14th CPC Central Committee has 
described in a theoretical manner the contour and direc- 
tion of the reform of state-owned enterprises in our 
country. An economist’s responsibility should be to 
make more people understand what a modern enterprise 
system is so as to prevent the occurrence of the “decep- 
tion” situation, and produce a rational, orderly, thor- 
ough, and feasible operational plan on the reform which 
turns entities into corporations, so as to produce a good 
foundation for the first-step reform, thereby creating 
conditions for further reform steps. Only in this way will 
we be able to accomplish the transition from traditional 
enterprises to the modern corporate system and to suc- 
cessfully reform state-owned enterprises at low costs. 


Economic Departments Consider Loss Reduction 
Measures 


94CE0238C Beijing JINGJI CANKAO BAO in Chinese 
13 Dec 93 p 1 


[Article by Correspondent Ding Genxi (0002 2704 
0823): “The Economic and Trade Commission and the 
Ministry of Finance Put Forward New Measures To 
Turn Deficits Into Profits; Arousing Positive Factors; 
Adopting Effective Measures; Operational Loss of Bud- 
getary Industrial Enterprises Throughout the Nation 
Will Decline 5.5 Percentage Points and the Amount of 
Loss, 10 Percent Next Year’’] 


[Text] Facing the new situation of 1994 when a series of 
financial, tax, monetary, investment, and planning 
system reform measures will be introduced, the State 
Economic and Trade Commission and the Ministry of 
Finance urged all areas and departments throughout the 
nation to arouse all positive factors, adopt all effective 
measures, and go all out to do a good job in turning 
deficits into profits, and ensure that in 1994 the opera- 
tional loss of state budgetary industrial enterprises 
decline 5 percentage points and that economic loss 
decline 10 percent, compared with 1993. 


In recent years, especially since the beginning of 1993, all 
areas and departments throughout the nation have done 
a great deal of work to turn deficits into profits and have 
achieved definite results. In the first half of 1993, bud- 
getary industrial enterprises throughout the nation con- 
tinued to maintain a declining trend of deficits after 
reducing the range of loss by 4.2 percentage points and 
the amount of loss by 3.6 percent in 1992. By the end of 
June, 1993, the range of loss was reduced by 0.9 per- 
centage points and the amount of loss, 2.605 billion yuan 





JPRS-CAR-94-018 
18 March 1994 


or 16.5 percent. But, in the second half of 1993, the range 
and amount of loss increased as a whole due to the 
occurrence of some new situations in the movement of 
the national economy, especially the price increase of 
energy, transportation, and raw materials, the rise of 
interest rates, the sliding of market, and poor manage- 
ment of some enterprises. As of the end of October, the 
range of loss increased 7.3 percent and the amount of 
loss, 14.9 percent. 


The State Economic and Trade Commission and the 
Ministry of Finance pointed out that judged from the 
current situation, the deficit situation of China’s state- 
owned enterprises is fairly serious. But because measures 
adopted by different regions and departments are dif- 
ferent, progress has been uneven. As of the end of 
October, the range of deficit of 12 areas, including 
Beijing, Liaoning, Heilongjiang, Anhui, Hubei, Hunan, 
Sichuan, and Guizhou, was higher than the national 
average whereas Fujian, Xiamen, Guangdong, Guangxi, 
and some central departments successfully reduced def- 
icits. Industries such as coal, petroleum, and tobacco, 
reduced deficits by 5.2 percent, 26.8 percent, and 66.4 
percent respectively as compared to that in the corre- 
sponding period of 1992. 


To ensure that new progress is made in the work of 
turning deficits into profits in 1994, the State Economic 
and Trade Commission and the Ministry of Finance set 
forth five measures, urging all areas and departments to 
do a down-to-earth job. 


Strengthen the responsibility of turning deficits into 
eee es ee ee All areas 

should strengthen leadership in the 
wah aaaiindeliee acon ean Go ean 
oriented responsibility system, delegate the targets of 
turning deficits into profits to each and every level of 
departments and enterprises, and ensure that objectives 


pr ein = a math mage goon An on oe a 
such unit, and adopt measures to solve their problems. 
They should ensure that each plant has its own measure 
for reducing and turning deficits into profits within a 
limited time period. Ail money-losing enterprises must 
establish a loss-bearing mechanism, adopt a measure to 
link employees’ interest to the amount of deficits 
reduced or transformed in their enterprise, and give out 
awards or penalties in strict accordance with the mea- 
sure. Economic and trade commissions, financial, 
auditing, and enterprise supervising departments at all 
levels should carry out supervision and inspection on a 
regular basis. 


Strengthen enterprise management and tap internal 
potential. Currently, we should stress the basic manage- 
ment, cost management, and team building of enter- 
prises. In accordance with advanced domestic and for- 
eign standard of enterprise management, we should 
establish and perfect various quota control, rules and 
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regulations, and standards, and carry out strict evalua- 
tion. Pursuant to “General Rules for Enterprise Finan- 
cial Affairs” and “Enterprise Accounting Standards,” we 
should improve the internal economic accounting of 
enterprises, strengthen financial budget control and 
financial discipline, and reduce cost and expenses. 


Extend proper support to money-losing enterprises 
which are expected to turn deficits into profits. Where 
conditions permit, areas and industry supervising 
departments should continue to raise and utilize existing 
deficit-transformation funds, use such funds mostly for 
inexpensive technological transformation projects and 
other “short, even, and fast” projects which can be 
completed and put into operation within a year, and 
support money-losing enterprises in developing new 
products and their needs for working funds. When 
allocating funds for various technological transforma- 
tions, economic and trade commissions (economic com- 
missions and planning and economic relation commis- 
sions) and financial and banking departments at all 
levels should set aside some funds to be used to support 
money-losing enterprises to turn deficits into profits. 
After assisting money-losing enterprises in property 
inventory and investment verification, we should help 
them get rid of their bad credit history in a planned 
manner. After exercising the asset-to-debt ratio control 
over loans, banks should adopt a transitional method to 
help promising enterprises carry out production opera- 
tions and stress support for money-losing enterprises to 
speed up the readjustment of product mix. 


Speed up the tempo of changing enterprise management 
mechanism. Those enterprises, which have complied 
with state industrial policies, are expected to turn defi- 
cits into profits, and have bright market prospects, 
should be leased, transferred, or merged. Those enter- 
prises which have been losing money for a long period of 
time, are not expected to turn deficits into profits, have 
more debts than assets, should be firmly bankrupt. This 
is a fundamental solution for the mechanism issue of 
money-losing enterprises. 


Vigorously promote the technological progress of enter- 
prises, do a better job in quality work and the activity of 
“double increases, and double festivals.” 


Materials Distribution System To Undergo 
Changes 


94CE0238A Beijing JINGJI CANKAO BAO in Chinese 
17 Dec 93 p 1 


[Article by reporter Ding Genxi (0002 2704 0823) and 
intern Tang Lu (0781 3873): “The Reform of Supplies 
System Will Take Major Steps”’] 


[Text] In the new year, the national supplies system will 
consider nurturing capital goods markets as the key, will 

intensify the reform of supplies enterprises, will increase 
the ability to exercise macroeconomic regulation and 
control over the circulation of supplies, and will enable 
the supplies circulation system to take major steps 





latest news provided for reporters by the Domestic Trade 
Department. 


Continuing to reduce materials distributed by the state 
command plan. Since the Third Plenary Session of the 
11th CPC Central Committee, especially the last few 
the supplies department has undergone a series of 
orms, allowing many capital goods to enter the 
shot. Yn the past, the number of materiale allocated 
the state command plan was as high as 256. 
er tak oe the number has been reduced to 
27. In 1994, the number will be further reduced to 
10—steel products, timber, cement, coal, heavy oil, 
copper, lead, truck, electric wire and cable, and other. All 
products, except for the above 10, will be allowed to 
enter the market. Even of these 10 products, the quan- 
tity, ratio, and variety to be allocated plan will all be 
reduced substantially. The quantity of steel, iron, coal, 
and other major supplies to be allocated accounts for less 
than 50 percent of total such resources. The quantity of 
such allocation will be reduced by another 20 percent in 
1994, 


Conscientiously strengthening the building and manage- 
ment of the capital goods market. The Domestic Trade 
Department has determined that efforts will be made to 
do a good job in the layout, location, and building of 
national and regional key capital goods wholesale mar- 
kets. By the late Ninth Five-Year Plan period, we should 
strive to build about 10 large influential capital goods 
markets throughout the nation. At the same time, we 
should speed up the building of several new capital goods 
wholesale markets, do a good job in experimenting with 
capital goods futures market, and ensure that each and 
every experiment is successful. With regard various 
types of established capital goods markets, it is necessary 
to strengthen management and ensure that they are 
functioning properly. Currently, efforts should be made 
to connect the network of central and peripheral mar- 
kets, and domestic and foreign market. We should stress 
linking the network of Beiyang (Tianjin) steel marke, 
= the scope of influence, and develop the group 
unction. 


Further deepening the reform of capital goods enter- 
prises and creating conditions for establishing modern 
enterprise system. Next year, all capital goods enter- 
prises mvt march toward the direction of establishing a 
moderr. enterprise system in accordance with the 
demand of “clear property rights, definite right and 
responsibility, separated government and enterprise, and 
scientific management.” The Ministry of Domestic 
Trade is preparing to experiment with a reform in its 
subsidiary companies that ensure the selection of man- 
agers and the appreciation of capital. Under this exper- 
iment, all and responsibilities specified in the 
“Stipulations” will be granted to enterprises. All capital 
goods supply departments will do the same. At the same 
time, efforts should also be made to vigorously push the 
shareholding system and expand the scope of experi- 
ment. Next year we should try to select as many as 
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possible high-return, strong, well-managed capital goods 
enterprises to carry out the reform of shareholding 
system and promote closed corporations where 
employees are so as to speed up the trans- 
formation of mechanism of capital goods enterprises. 


Strengthening macroeconomic regulation and control to 
ensure the normal operation of capital goods market. 
Currently, China’s system is at a stage where the old is 
being replaced by the new and China’s economic devel- 
opment is at the stage of rapid growth with soaring 
demand. Resources are relatively tight, market develcp- 
ment is very immature, and macroeconomic regulation 
and control is particularly indispensable in regard to 
capital goods. The supply and demand situation, price 
level, and the direction of allocation of important capital 
goods needed for production and construction all require 
macroeconomic regulation and control. In the second 
half of 1993, when the capital goods market was sliding, 
in order to support production enterprises, state-owned 
capital goods enterprises procured and stored 800,000 
tons of steel products, 40,000 tons of nonferrous metal, 
and a number of automobile, thus making positive 
contributions to the development of the national 
economy. 


INDUSTRY 


Output of Light Industry, January 
HK0103124294 Beijing CEI Database in English 
I Mar 94 


[Text] Beijing (CEIS)}—Following is a list of the output of 
China’s light industry in January 1994, released by the 
State Statistical Bureau: 


















































































































































5.46 








4.93 











14.21 











6461.00 

















36.47 











4.20 











Notes: s—set, po—piece, t—ton, c—carton, m pc—million piece 





January Light Industrial Output by Area 
HK0303114094 Beijing CEI Database in English 
3 Mar 94 





{Text} Beijing (CEIS)}—Following is a list of the light 
industrial output value by area in China in January 1994 
released by the State Statistical Bureau: 








(Unit: 100 mil- 
lien yuan) 





2179.10 








1/93 


Change over 
1/93 (percent) 


65.20 





$5.13 








1019.75 


37.6 


80.94 








22.18 


42.0 


41.30 








21.06 


28.4 





33.60 


19.9 


20.80 








9.70 


6.3 








7.64 


29.2 











23.9 





11.9 











8.0 








31.2 

















34.3 

































































43.11 
27.79 
5.15 
7.60 6.11 
24.58 20.30 21.1 
Industrial output value in 1992 is measured in 1990's constant 























SIE EEE 





BF 





SMALL-SCALE ENTERPRISES 


Increase Credit To Develop Rural Enterprises 


94CE0288A Beijing JIDIAN RIBAO in Chinese 
12 Jan 94 p 2 


[Article by He Linxiang (0149 2651 4382), deputy 
director, Agricultural Bank of China: “Increase Credit 


[Text] Since 1979 when the Agricultural Bank of China 
was reinstated, it and credit cooperatives have loaned a 
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communication difficulties, closed off information, and 
rather low degrees of market development. In these 
areas, the Agricultural Bank and credit cooperatives 
must fully develop the role of credit levers, coalesce all 
efforts, create conditions and help improve the develop- 
ment environment. For credit support in the central and 
western areas, we must “stress priorities and regard the 
rest equally,” giving key support to national agricultural 
product production bases, poor areas, and national 
minority areas, fully developing the relatively ample and 
advantageous conditions of agricultural, mineral, water, 
land and human resources. Develop variegated forms of 
rural enterprises by using local materials at hand, having 
work suit workers, agriculture suit agriculture, and busi- 
Ness suit business. While supporting existing enterprises 
well, act according to capabilities, develop strengths, and 
stress support of new projects such as agricultural and 
sideline food product processing, fund development and 
rural energy. 


The “sprinkling pepper” method [spreading investment 
among many small-scale projects] must be changed to 
suppport central and western rural enterprise develop- 
ment. Moderately accumulate funds, support enterprise 
on the road of concentrated, collective operations and 
development by joining together disparate areas. Stress 
support of and reliance on existing towns and enterprises 
as well as using the advantageous conditions of river 
coastal, coastal lines, and coastal borders. Backbone 
enterprises of a certain scale developed according to 
economic principles and various forms of enterprise 
groups spur on development of surrounding areas. 
Strictly control lending to blind establishment of small 
industrial development zones which ignore conditions, 
seize farmland, compete and rush headlong into action. 


China’s east coast has become the most vital area for 
rural enterprise development. The Agricultural Bank and 
credit cooperatives develop their ov erall capabilities 
under the premise of implementing gross national credit 
readjustment and control policies, providing prefer 
ential loans for enterprises or projects which have low 
asset debts, good returns of scale, are high science and 
technology and high export earners, matching local and 
outside monies. Trial shareholding systems and cooper- 
ative shareholding systems plus collectively operated 
enterprises must gather experience and be boldly sup- 
ported so that they are perfected more with grand plans 
restarted. To develop the east’s leading role and promote 
regional economic and¢ technological unity, the State 
Council proposed an important “east-west rural enter- 
prise cooperation project” which the Agricultural Bank 
and credit cooperatives must investigate and study, 
actively participate in planning and select from these a 
group of projects with great influence, good results and 
comparatively strong radiating and attracting power. 
Unite these with adoption of combined loans, bank 
group loans, specific project loans, foreign exchange 
loans to promote regional economic coordination and 
promote rational economic compositions and develop- 
ment of overall strengths. 
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3. Firmly uphold the principles of differential treatment 
and supporting the best, and support industrial structure 
readjustment. Centered around improving economic 
results, prominently support key enterprises and 
projects, and implement the policy of supporting the 
strong and limiting the weak. Give preferential support 
in terms of loan scales and funds to industrial enterprises 
that accord with state industrial policies and produce 
saleable items, foreign exchange earning export enter- 
prises and energy and raw materials projects of priority 
national development. Projects have to be ranked and 
arranged in categories. Support of projects with good 
market prospects and high forecasted economic results 
must be continued to ensure they are put into operation 
on time. There should firmly be no new loans to enter- 
prises which have no future or make products that 
cannot be sold. Strictly control new projects and do not 
lend to projects which cannot raise their own funds, have 
poor results or reconstruct. Centralize funds to resolve 
the need for rational circulating funds of existing enter- 
prises. At the same time, greatly support loans to enter- 
prises with authority to import and export, use well 
special laons for “trade, industry and agriculture” export 
bases, spark plans and earmarked “scientific and techo- 
logical development” project loans, and unite such loans 
with general loans for greater results. At the same time, 
greatly collect foreign exchange funds, enhance interna- 
tional accounting, and provide to export enterprises 
comprehensive, top quality, inexpensive, highly efficient 
financial services. 


Guizhou Private Enterprises Increase 


94CE0344E Chongqing XINAN JINGJI RIBAO 
in Chinese 27 Feb 94 p 3 


[Summary] According to incomplete statistics, at the end 
of 1993 Guizhou Province had over 3,730 private enter- 
prises, an increase of 1,330, or 50.9 percent over 1992. 
Private enterprises employed 61,675 people, a 40 per- 
cent increase; and had 9,371 investors, a 15 percent 
increase. Registered capital totaled 574,450,000 yuan, 
fixed assets totaled 274,330,000 yuan, and operating 
funds totaled 300 million yuan, increases of 94.2 per- 
cent, 70.7 percent, and 122 percent respectively over 
1992. 


FOREIGN TRADE, INVESTMENT 


Article Proposes Import Agent System for Pricing 
94CE0294A Beijing GUOJI SHANGBAO in Chinese 
22 Jan 94 p 2 


[Article by Yang Fan (2799 1581): “On Reform of 
China’s Foreign Trade Pricing System.” The author is 
from the Foreign Economic and Trade University’s 
International Trade Research Institute] 


[Text] Foreign trade pricing encompasses the domestic 
procurement prices of export commodities, their foreign 
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sale prices, domestic sale prices of imported commodi- 
ties, and their foreign purchase prices. What affects the 
overal! price level is the exchange rate; what affects the 
pricing structure is import-export tariffs, export tax 
rebates, and government financial subsidies. Reform of 
the foreign trade pricing system refers mainly to the 
reform of the domestic procurement prices of export 
commodities and the domestic sale prices of imported 
commodities. 


I. Foreign Trade Pricing Under the Planned System 


Under a planned economic system, we have domestic 
and foreign price differential and currency differential. 
Domestic and foreign price differential refers to the 
situation where the prices of domestic agricultural prod- 
ucts, energy, communications, real estate, and services 
are lower, while the prices of processed goods are higher, 
than those in the international markets. If we apply the 
law of markei value to regulate import and export, the 
cheaper resources at home will flow away from the 
domestic market, and large volumes of cheap interna- 
tional processed goods will be imported. This not only 
will result in negative balance of international payments 
but will also undermine the domestic industries. There- 
fore, the state must monopolize foreign trade and use 
mandatory planning to control import and export, espe- 
cially to guarantee the completion of export plans to earn 


foreign exchange. 


Given the state’s backward economic conditions, the 
most serious problem we face is the chronic shortage of 
foreign exchange. Therefore, exporting becomes a com- 
pelling task. Export planning makes up the most impor- 
tant part of economic planning. To guarantee export, the 
whole economy must serve foreign trade. So long as a 
product sells, we will find domestic sales yielding to 
foreign sales. Planned measures are used to centralize all 
domestic resources to guarantee export. Complementing 
this is a fixed exchange rate system. The fixed exchange 
rate system in fact forces us to pay the price of unstable 
domestic economy to guarantee foreign trade stability. If 
we want to avoid fluctuations in the domestic economy, 
in addition to the fixed exchange rate, we must impose 
strict foreign exchange control and over-evaluate the 
RMB exchange rate. This results in the domestic and 
foreign exchange differential. 


The foreign trade mechanism that truly plays a role in a 
planned economic system is mandatory planning. The 
huge losses generated by the domestic and foreign price 
differential is remedied by government subsidies. The 
pricing mechanism has no essential function. It is just a 
means of calculation. Foreign trade companies cannot 
take responsibility of their own profits or losses. They 
are responsible only for the plans. 


This kind of planned foreign trade system naturally 
relies on planned and financial measures and completely 
alienates the domestic and foreign pricing relations. The 
domestic procurement prices of export commodities and 
domestic sale prices of imported goods must comply 
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with the principle of “using domestic planned prices as 
the norm. Goods of the same quality are priced the same; 
goods of better quality are priced higher.” All losses are 
subsidized by the Financial Ministry. Price fluctuations 
in the international markets cannot affect the domestic 
economy, and there can be no direct link between 
enterprises, so that foreign trade is “cut off.” At the 
developmental stage when foreign trade volume is small 
and the economy is backward, such mechanism can 
facilitate the centralization of domestic resources for 
export to earn foreign exchange, facilitate the concen- 
trated use of our limited foreign exchange, and help 
stabilize the domestic economy. Its drawback is the huge 
government subsidies and slowly diminishing economic 
efficiency. When the foreign trade volume expands and 
the domestic economy undergoes reform, this system can 
no longer be sustained. 


Be re tet cng 


A basic way to link imported prices and international 
prices is to implement the import agent system. This 
means using the import CIF price as base and converting 
that to RMB according to the exchange rate. This gives 
us the CIF price in RMB, and the domestic sale price of 
the import is derived by adding to it the import tariff and 
the value-added tax—to be imposed by customs on 
behalf of the state—-and other state taxes and fees. 
Import agent price in fact sets the domestic price based 
on the international price level. The import agent system 
is a way to link domestic and foreign prices via 
importing. 

In 1985, China began a large scale conversion to the 
import agent system. Today only grains and chemical 
fertilizers are not using that system. [blank space] By 
1992, 90 percent of the imported commodities have 
implemented the agent system. The most direct conse- 
quence is reduced government subsidies, and it also 
reduces some unnecessary imports. Its negative effect is 
that it has raised the domestic price level. In recent years, 
higher international prices of imported commodities, 
depreciation of the RMB, elimination of import subsi- 
dies, and the imposition of several taxes and fees by the 
state have led to a substantial increase in the prices of 
imported commodities, and that in turn has triggered a 
rise in the prices of related domestic products. This is 
how international inflation finds its way into the 
domestic economy. When implementing the import 
agent system, we must fully utilize the tariffs lever to 
greatly reduce or exempt taxes on imported means of 
production to minimize the impact on domestic product 
prices. 

The elimination of import subsidies raises the domestic 
sale prices of imported commodities, which functions to 
reduce imports. But China’s import-mix is relatively 
backward. Eighty percent of the imported goods are 
capital goods for which there are few domestic substi- 
tutes, and their demand is fairly inelastic, and despite the 
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higher prices, we must still import them, and the result is 
a general rise in the price level at home. 


The implementation of the import agent system basically 
links domestic and foreign prices by way of the imports. 
The pricing mechanism thus becomes the basic mecha- 
nism for regulating imports. In other words, reform of 
import prices is basically complete. Today we still have a 
problem with high tariffs and import quotas with respect 
to a handful of products, and they are keeping us from 
giving full play to the pricing mechanism. In the wake of 
the imminent resolution of our “return to GATT,” and 
because of the many tariff reductions and exemptions in 
recent years, we are collecting less than half of the tariffs 
we are entitled to, and adding the rampant smuggling 
and the loss of control over imports, the pricing mecha- 
nism is playing a bigger regulatory role in reality than in 
theory. Henceforth, we should primarily perfect pricing’s 
role in regulating imports: We should develop the pro- 
duction of import substitutes to increase the price elas- 
ticity of imported commodities, lower nominal tariffs 
and reduce various non-tariff barriers, develop com- 
modity futures and linking them to spot trade, 
strengthen tariff’s role in regulating imports, crack down 
on smuggling, eliminate the mixed-bag of tax reductions 
and exemptions, and standardize the import market to 
enable the pricing mechanism to regulate imports even 
more fully and systematically. We want to be able to 
export whenever domestic prices are lower, and import 
when they are higher, than international prices. 


III. Accelerate the Pace of Conversion to the Agent 
a 


Currently, only the importing of grains and chemical 
fertilizers are still being subsidized by the state to the 
tune of around 12 billion yuan a year. The prices of 
chemical fertilizers make up part of the cost of producing 
grain, and therefore it is primarily the importing of 
grains and their prices that affect the state’s agricultural 
subsidies. 


China’s grain production has been increasing for the last 
three years in a row. Importing has become less critical. 
Primarily, it is the Beijing-Tianjin-Shanghai area and 
Liaoning that are the major importers. They import 
around 15 million tons of wheat each year. But in the 
long-run, China’s grain supply will still fall short of 
demand, and before the year 2000, our normal demand 
will increase at a rate of 2.56 percent a year, while 
extraordinary demand may increase at 4.3 percent a 
year—topping 1.04 trillion and 1.30 trillion jin, respec- 
tively, and meanwhile grain production will increase 2.1 
percent at the most, which will be fairly close to the 
normal demand but will be 300 billion jin short of the 
extraordinary demand. We will have to import at least 
100 billion jin, which is equivalent to approximately 10 
percent of the domestic grain production. 


Currently, domestic grain prices are below that in the 
international markets. Cost of production for domestic 
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grains has increased at an average rate of 7-8 percent a 
year over the last 12 years, while international cost has 
increased only 1-2 percent. At this rate, by the year 2000, 

domestic grain prices will exceed that in the interna- 
tional markets. However, there are two trends pulling in 
the opposite direction: First, international agricultural 
products are heavily subsidized. Each year, the United 
States spends $80 billion, Europe spends $80 billion, and 
Japan spends $10 billion on subsidies. But such subsi- 
dies are gradually being cut back. Second, the yuan is 
being devaluated. Based on the 1993 list price, as a result 
of depreciation of the yuan, $1 which used to fetch 1.7 
yuan is now fetching 5.8 yuan. The yuan has depreciated 
240 percent over the last 15 years, at an average rate of 
10 percent a year. Meanwhile, using the regulation price, 
the value of the yuan has dropped to 10.8 yuan, falling 
540 percent, at a rate of 15 percent a year. It is estimated 
that in the next decade, the yuan will continue to 
depreciate at a rate of 10-15 percent a year, which is 
faster than the rate of increase in the cost of grain 
production. Therefore, the domestic and foreign grain 
price differential will only increase rather than decrease, 
and import subsidies will have to double and redouble. 
We must accelerate the pace of converting to the import 
agent system in grain and chemical fertilizer importing. 
Our strategy should be to proceed while domestic grain 
prices are being raised. The domestic sale prices of grains 
have been decontrolled since 1993, but procurement 
prices are still being adjusted according to plans and are 
raised annually. We must quicken the pace of converting 
to the grain agent system to solve the problem of rising 
government subsidies and losses incurred in chemical 
fertilizer production. As for their causing a general rise in 
the domestic price level, this is a price we have to pay. It 
is the price we have to pay for reforming the entire 
import pricing system. In essence, we are replacing 
government price subsidies with price increases to free 
the pricing mechanism from the bondage of economic 
planning, so that it can truly play a role in regulating 
import. 


Problems With Foreign-Funded Enterprises 


Variety of Problems Found in FFEs 


94CE0295A Chongqing XINAN JINGJI RIBAO 
in Chinese 31 Dec 93 p 3 


[Article by Gu Jian (0657 1696): “Problems in the Three 
Kinds of Wholly and Partially Foreign-Owned Enter- 
prises—A Look at the FFE’s ‘Six Problems””] 


[Text] This author recently conducted a study of the 
three kinds of wholly and partially foreign-owned enter- 
prises [or foreign-funded enterprises, FFEs] in northern 
Jiangsu and southern Jiangsu and discovered six 
common problems among them which urgently need the 
close attention of leaders at all levels as well as those 
working with the FFEs. 


1. There are too many enterprises being set up but too few 
actually going into production. This is a fairly common 
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phenomenon in the course of developing FFEs. Often 
after an enterprise is approved, both the Chinese and the 
foreign sides cannot come through with the capital 
funds; sometimes the Chinese side has the money, but 
the other side does not, or sometimes both sides have 
part of the money, but the amount falls far short of what 
is stipulated in the contract, so that the enterprise cannot 
open as scheduled. Consequently, there are many FFEs 
that exist in name only or are only “half-baked” compa- 
nies, and ultimately, they become a burden for both 
sides. Sometimes the foreign businesses change their 
minds; they lose confidence in their investments. For 
example, a certain city approved the setting up of 85 
FFEs, but the actual start-up rate was only 17 percent, 
and only 6 actually put any effort into construction and 
installation; the rest are still in a semi-suspended state. 


2. The contracts count on substantial foreign capital while 
little is actually available. Today many localities treat 
their contracted amount of foreign capital as their “pre- 
cious babies.” They brag about them whenever they have 
a chance. Some even treat them as a great accomplish- 
ment and put them in their reports. Little do they know 
that the success rate of utilizing the contracted foreign 
capital is actually very low, and sometimes no money 
will come through at all. For example, in 1990, a certain 
county signed a contract worth $30 million with a 
foreign business. Today, only $150,000 have come 
through. This writer has learned that the foreign business 
has already cancelled the investment plan. The con- 
tracted amount of foreign capital at best only reflects a 
trend as we make contacts with the outside world. Today 
most foreign businesses make their investments in the 
form of equipment purchases on behalf of the Chinese 
side. The FFEs rarely make direct use of foreign capital. 
For example, a certain city has been listed as an open city 
by the State Council back in 1987. Up to the end of 
November of this year, it had $85 million in foreign 
capital available on contract, but only $6.4 million have 
come through so far, and 80 percent of that investment 
were in the form of equipment purchased by foreign 
businesses on behalf of the Chinese side. 


3. There is ample designed, but little actual, productive 
capacity. Today’s FFEs generally have limited produc- 
tive capacity. Their output value is usually only around 
20 percent of their designed capacity. Most operate only 
intermittently or are in a trial production stage and 
cannot engage in batch production. Some cannot begin 
production because they have brought in substandard 
equipment. For example, the FFEs in a certain township 
have a total investment of $350 million. At a 1:2 
input-output ratio, their output value should reach $700 
million, and even at a 1:1 ratio, they should be able to 
produce $350 million’s worth of goods. But today, their 
output value is only a little over $50 million. Looking at 
the 14 enterprises already in operation, all but two are 
operating at below capacity; some are in a state of 
“shock.” Their profitability is unpredictable: Only one is 
making a profit, and the rest are barely breaking even. 
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4. There are too many low-to-intermediate grade projects 
and too few advanced, delicate, state-of-the-art projects. 
Looking at the types of projects undertaken by the FFEs, 
most are light industrial and textile projects or labor- 
intensive type projects. There are few mechanical, elec- 
tronic, or delicate chemical industry-type projects, and 
most of their products are in short supply. For example, 
up to the end of November of this year, a certain county 
has set up 15 departments, and the towns and townships 
have also set up 21 departments, in the FFEs, and there 
are more than 100 projects of all types, but not one is a 
technology-intensive, state-of-the-art project. 


5. A lot of foreign equipment are being brought in but 
there are few advanced equipment to help make them 


work. The success rate of most equipment brought into 
this country by foreign businesses on our behalf is low; 
most do not meet contract specifications. Sometimes the 
parts do not fit—we either have “a horse pulling a 
wheelbarrow” or “a pony pulling a big trailer,” and 
therefore enterprises cannot go into operation on time. 
Sometimes the equipment is obsolete, with standards 
dating back to the 1950’s and 1960’s by Chinese stan- 
dards or even the 1940’s and 1950’s compared to inter- 
national standards. Some are just “scrap metal” welded 
together; some are not designed for use around here 
because of our production methods and therefore cannot 
function properly. For example, a certain enterprise 
spent $800,000 and asked a foreign business concern to 
bring in a set of equipment from somewhere, but 
according to the Commodities Inspection Administra- 
tion the equipment had standards dated back to the 
1940’s. It had no automatic or safety features; it did not 
even have transmission and required a manually 
installed gear box. It was appraised to be worth $100,000 
at the most. 


6. Most enterprises still use the old set of management 
methods and few have adopted the latest management 


techniques. 


Today most FFEs are directly managed by the Chinese 
side, and even though a handful of them have foreign 
representatives taking part in management, they are 
mainly for the purpose of supervising us and tend to 
overlook, either intentionally or unintentionally, the 
importance of studying and bringing in foreign advanced 
management techniques. Most enterprises still continue 
to use the old piece-work pay system and have not 
learned the kinds of approach that show concern and 
care for the staff and workers or try to improve workers’ 
benefit and welfare; but when it comes to other people's 
seldom-applied method of deducting wages and penal- 
izing and firing workers, we not only have learned but 
are quick to apply those rules. 


The above six conditions have serious consequences and 
are dangerous. They waste resources, render a lot of 
funds in disuse, dampen the foreign investors’ enthu- 
siasm, and undermine the confidence of some units and 
leaders in doing a good job with the FFEs, and mean- 
while, some bad companies have become heavy burdens 
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I foreign capital realization rate, the Bn 
start-up rate, and the production completion rate, and 
increase the total use of foreign capital); we must con- 
centrate on what is important, provide different guid- 
ance under different conditions, seize the critical points, 
and push the FFEs’ development onto a higher plane. 


Anecdotal Accounts of Problems in FFEs 


94CE0925B Shenyang JINGJI RIBAC in Chinese 
3 Dec 93 p 4 


[Article: “Not Everything Is Coming Up Roses”’] 


But there are a few discordant notes in this symphony. 


Profit Is Being Shifted Elsewhere 


A certain province once examined its 1,090 FFEs’ 
income tax and found that 544 were losing money to a 
tune of 327 million yuan, with losses extending to 
percent of the FFEs. 


Why are these FFEs losing money? There are many 
reasons. It is learned that many of the foreign investors 
in the FFEs often use prices to shift their profit around 
and artificially jack up their cost to eat up our side’s 
profit, creating book-losses to take advantage of the 
state’s tax exemption or reduction benefits. 


According to one tax department, in 1990, a 
eS dese ae cae Ge 
company jointly with a township enterprise in the gar- 
ment business. This foreign company had sales 
abroad, and the high quality suits made by the joi 
venture cost about 150 yuan to produce, but the : 
staff paid only 110 yuan a piece and sold them 
their retail network abroad. In , they said i 
because of the market slump which forced them to 


Price. As a result, for each suit we sold, we lost approx- 


Chinese side eventually recovers millions in tax revenue 
and lost profit. 


The Funds Fail To Come Through 
Among some FFEs, often times the foreign 


mans cor all tear ear aaaee 

anteed loans it had agreed to in the — ay 
building project has become just an empty promise. 
In the years that followed, the Chinese side waited 
made concessions. In November of 1990, the Chinese 
side put up 10 million yuan of the 52.296 million yuan 
the old hotel was valued at to buy more shares and lent 


Chinese side even threw in a 16 million yuan loan they 
had raised on their own. Remodeling 
cost them all of their 5.64 
capital plus a 20 million 
domestic bank the Chinese side 
name of the joint venture. To date, the 

aliens than antenatal 
point talking about the new hotel. 


Today, interest payments alone cost the joint venture 
hotel more than 5 million yuan a year. The Chinese side 
is stuck. What will the final outcome be? Who knows. 


poor credit 911d do not have much money of their own, 
and no forcign bank would lend them money. 

Second, some foreign business have no serious intention 
of cooperating and never expect to come up with their 
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own money; they only want to use the joint venture to 
borrow money from China. Third, the contract terms are 
not tight enough and are not enforced vigorously; there is 
no deadline for delivering the money, leaving a loophole 
for the foreign businesses to take advantage of. Fourth, 
from the time the contracts are signed to the time of their 
execution, the exchange rates have changed, which can 
affect the foreign business’s timely payment. Lastly, the 
Chinese side often makes mistakes. 


Making Money by Importing Equipment 


Study shows that currently many FFEs are importing 
their major pieces of equipment and raw materials (or 
the foreign companies are importing them as their share 
of the investment), and since the Chinese side is not 
familiar with the foreign markets, most importing is 
naturally handled singlehandedly by the foreign busi- 
nesses who simply take advantage of this weakness to 
make money off of the equipment and raw materials. 
Incomplete data compiled by a relevant department for 
Yunnan, Jiangsu, Fujian, Tianjin, Zhejiang, Guangdong, 
and Jiangxi showed that machinery and equipment 
reported as foreign investments worth $68.8643 million 
were appraised by the Commodities Inspection Admin- 
istration to be worth $52.3463 million. They have over- 
stated the value by $16.6857 million, or 24 percent. In 
some cases, they have overstated the value of a single 
piece of equipment by 12.7 times, which is most 
shocking. Sometimes they substitute old equipment for 
new or inferior quality for good to cheat the Chinese 
side. 


There is another kind of foreign businessmen who have 
neither capital nor real technical qualifications; their 
standard is far below that of some of our domestic 
enterprises, but they have come all the way to China to 
work on joint ventures. They neither provide money nor 
talent, but they take advantage of the fact that the 
Chinese don’t know how to get into the international 
markets, and they just help us sell some goods. Do you 
call that joint venture? It is but a typical business 
relationship, but some people willingly let them take 
away our profit. 


Getting Out of the Swamp 


In more than a decade of reform and opening up, the 
FFEs have played a valuable role. This we must acknow!- 
edge. But some domestic enterprises that went into a 
joint venture just for its own sake have paid dearly for 
the lesson. The relevant departments should be con- 
cerned. 


One, some domestic enterprises must correct their 
guiding ideology with respect to “joint ventures.” They 
must take responsibility for what they do. Two, the 
relevant department must promptly formulate and per- 
fect the laws and regulations that not only protect our 
rights but also the foreign investors’ enthusiasm and plug 
all loopholes at the same time, so that the FFEs can 
embark on a healthy developmental track. Three, before 
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getting into a joint venture, domestic enterprises must go 
through different channels to investigate and get to know 
the other side. They must have a good grasp of the 
foreign business’s ability to fulfill their contracts and 
their business reputation and demand that they provide 
proof of their credibility. Four, we must perfect the 
contract terms and leave no loophole for others to take 
advantage of. Five, relevant personnel must study hard 
and learn more about international economics and 
finance and business in particular, and they must find 
ways to obtain international market price information 
on equipment and raw materials and so on, so that 
foreign businesses cannot give us false information. 


TRANSPORTATION 


Transportation Industry Grows 
94CE0305A Beijing ZHONGGUO XINXI BAO 
in Chinese 5 Jan 94 p 1 


[Article by Gu Tong (6253 0681)] 


[Text] (Staff report] Since the advent of the 1990's, the 
buildup in the transportation and telecommunications 
industry which has played an important role in devel- 
oping the national economy has entered a stage of 
accelerated growth. Since 1993 in particular, the scope of 
capital investment and the rate of growth in many new 
projects have been heightened, and the macroeconomic 
picture looks good. This indicates that the buildup in 
China’s transportation and telecommunications 
industry has made a big leap into another phase. 


Large-Scale Capital Investment and Accelerated 
Growth. By the end of 1993, investments by state units 
in the transportation and communications industry have 
broxen through the hundred billion yuan mark, while 
reflecting a more than one-fold growth, an increase of 44 
percentage points over that for the same period a year 
ago. The proportion of capital investment also rose from 
16 percent for the same period a year ago to 21 percent 
in 1993. Among these, investment in new projects in 
basic construction and improvements for the transpor- 
tation and telecommunications industry costing more 
than 5 million yuan each totalled 41.5 billion yuan, also 
more than one-fold over outlays for the previous year. Its 
proportion of the total capital investment also rose to 
20.9 percent from the 14.6 percent figure for the pre- 
vious period a year ago. The scope of capital investment 
and the rapid rate of growth are unprecedented. 


Numerous Completed Projects With Good Macroeco- 
nomic Benefits. Up to the present time, important 
projects already completed and placed into operation 
include the Wujiaba airport in Kunming, the Gongyi 
airport in Lhasa, the Tianho airport in Wuhan, a new 
passenger terminal in Shenyang, the second phase of the 
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Da-Qin [Dalian to Qinhuangdao] railway, the Xuan- 
Hangzhou [Xuancheng to Hangzhou] duai line, the Jie- 
jiang-Jiangxi dual line, the Jiao-Zhi dual line, the Bin- 
Zhou [Haerhbin-Manzhouli] dual line, the Guang- 
Mei-Shan [Guangzhou-Meixian-Shantou] line etc. The 
318-kilometer highway from Jinan to Qingdao, built at a 
cost of 3.1 billion yuan, is the single largest investment 
item in China’s highway construction history. Of sound 
quality construction, its completion in record time for 
automobile travel is highly significant toward furthering 
economic development on the Shandong peninsula and 
stepped-up opening and exploration of its western part, 
with circulation of commodities, construction and explo- 
ration of the Shengli oilfields, and development of the 
Huang He delta. It has become an important conduit 
linkin~ China’s interior with its coastal region. The 
Qing. »-Jinan highway can accommodate as much as 80 
million tons of freight annually, comparable to one and 
one-half times that carried on the Jiao-Jinan rail link. 
Social benefits derived from this operation are increased 
by 5 billion yuan annually. The macroeconomic advan- 
tages are outstanding. 


Rapid Progress on Current Projects. Ongoing large 
projects at present include electrification of the Beijing- 
Guangzhou Railroad, construction of the Western Pas- 
senger Terminal in Beijing, the Lan-Xin [Lanzhou to 
Xinjiang] dual line, the circumferential highway on 
Hainan Island, and the first phase of an engineering 
project on the bay approaching the port of Qingdao, the 
second phase of projects at the port of Zhangjiagang, and 
Miaoling at the port of Lianyungang. For the Beijing- 
Kowloon Railway that has attracted worldwide atten- 

tion, 403 kilometers of track have been laid down and 
completed. By the end of October, 6.1 billion yuan of 
investment capital have been expended, and 94.5 per- 
cent of the annual plan has been completed. Among 
ongoing projects, 184 kilometers of track has been laid 
on the Jing-Heng [Beijing-Hengyang] segment, while 217 
kilometer has been laid on the Heng-Shang segment. 


An Optimistic Future. Not long ago, the State Council 
approved for immediate startup, a series of structural 
construction projects for use in transportation and tele- 
communications. For example, a capital investment of 
3.5 billion yuan to lay down 369 kilometers of track for 
the Bao-Cheng [Baoji-Chengdu] dual line, which is an 
important transportation channel for southwestern 
China, has been planned. A capital investment of 2.5 
billion yuan on a project to electrify the Chengdu- 
Kunming line, laying tracks on all 1,100 kilometers of its 
length will, upon completion, improve its transportation 
capacity more than three times over its present level. 
Furthermore, an overall investment of 2 billion yuan to 
lay 251 kilometers of track on a second line traversing 
southern Fujian province, as well as a capital investment 
of 1.6 billion yuan for building the Fushan-Kaiping 
highway have been planned. Construction on these 
projects foretell another giant step forward made by 
China’s transportation and telecommunications 
industry, and its important effect on furthering eco- 
nomic development in the national economy. 
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Guangxi To Increase Sugarcane Area 
94CE0344G Beijing ZHONGGUO NONGJIHUA BAO 
in Chinese 26 Feb 94 p 1 


[Summary] In 1994 the sugarcane area in Guangxi will 
reach 6 million mu, an increase of 270,000 mu over 
1993, and produce 2.3 million tons of sugar. In 1995 
sugar Output will reach 2.5 million tons. 


Wu Xiang, Provincial Officials View Farmer 
Income 


Interview With Wu Xiang 


94CE0282A Beijing NONGMIN RIBAO in Chinese 
15 Jan 94 p 2 


[Article by Mao Xiaorui (3029 2556 3843): “What Is 
Causing Farmers’ Continued Low Income? An Interview 
With the Well-Known Economist Wu Xiang”] 


[Text] Abstract: The sluggish increase in farm incomes is 
the key to our rural problems, one which affecis devel- 
opment of the national economy. Why is this happening? 
Th cause lies in our inability so far to understand, either 
in theory or in practice, that increases in farm income 
and labor force transfers are key points of agricultural 
problems, rural problems, and farmers’ problems. The 
obstacle to understanding comes from the thinking and 
concepts produced under the planned economic system, 
expressed chiefly in the attitude toward the development 
of township enterprises. In addition, some people are 
expressing the view that transfer of the rural labor force 
will affect agriculture’s stable development. However, 
many years’ experience with reform proves that the 

t of enterprises is of considerable benefit to 
the stable development of agriculture; therefore, 
bringing up the prerequisite that “without agriculture 
there is no stability” should now be “without industry 
there is no stability in agriculture.” How to resolve rural 
problems, agricultural problems, and farmers’ problems, 
while carrying out further rural reform? Renewed con- 
cepts and changed ideas are the preconditions for 
resolving rural problems, while at the same time unifying 
understanding from upper leadership to localities, 
ensuring that the general goal of the next step in rural 
reform is to increase farmers’ income and implement 
transfer of the rural labor force. With this objective, we 
must widen our sights in developing agriculture, paying 
attention not just to agriculture itself, but rather stressing 
the simultaneous development of agriculture, township 
enterprises, and small towns. There must be total sup- 
port for and development of private enterprises, individ- 
ually owned enterprises, and the joint-stock system. We 
must establish and perfect the various key markets. 
Looking at the goal of achieving a comfortable standard 
of living in the 1990s, the next six years presents a rather 
heavy assignment, so it is urgent that we promptly 
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establish appropriate objectives and missions for further 
rural reform, as well as formulate supportive policies. 
This reporter had been planning for quite some time to 
interview the economist Wu Xiang [0702 6272], who 
had participated in the work of formulating the primary 
policies for rural reform. When the figure of an average 
increase of 2 percent for farmers was announced, it gave 
me the impetus to turn this plan into reality. 


growth in farmers’ incomes is the rural 
Se re oe ee 
economy. 


Agriculture is in good shape at present, if we are looking 
at the supply situation for agricultural products and 
by-products in urban and rural markets. However, if we 
go deep into the countryside, we will find that there are 
many problems there and with agriculture—the compar- 
ative benefits of farming have declined, with low enthu- 
siasm and heavy burdens. Such phenomena as irregular 
circulation channels, “sales difficulties” and “payment 
in IOUs” appear frequently. Sixty percent of the coun- 
ties exist on financial subsidy from the central govern- 
ment, some not affording salary payments. Relations are 
tense between cadres and the masses. Wu Xiang stated 
that these problems were closely related, but the key 
point was the sluggish growth in farmers’ income. 

In his opening remarks, and without prior consultation, 
Wu Xiang agreed with the topic of my interview. He said 
that the growth in farmers’ incomes was not only related 
to the development of the countryside, but also directly 
affected the development of the national economy. For- 
eign media have commented recently that the economic 
power of the developing areas along China’s coast, such 
as Guangdong, has been quite close to that of the four 
Asian dragons, with the difference that behind the 
coastal areas, there is a rural market of nearly 800 
million population. Also, based on national investigation 
documents: at present, 50 percent of farm families can 
sustain a livelihood only through what they produce on 
the farm, with a zero commercial rate; 35 percent of the 
farmers are able to market less than 30 percent of their 
total agricultural produce, just maintaining simple 
reproduction; only 15 percent of farmers have a com- 
mercial rate higher than 30 percent. Wu Xiang said that 
this document shows that the majority of China’s 
farming families can only maintain simple reproduction, 
carrying out exchange of produce on a small scale and 
allocation and consumption within their families. The 
extensive countryside that foreign nations call “precious 
land” is actually just a piece of virgin land. We must 
understand clearly the farmers’ level of prosperity, and 
make correct evaluations in order to establish better 


policies. 


ee eS Sota © 


[NONGMIN RIBAO] According to your meaning, the 
goal of further reform in the countryside is to increase 


income gain 991 was 
only 0.7 percent, lower than the average rate before rural 


rial si vigorously developing secondary 

tiary industry, transfer the surplus rural labor force, and 
then gradually enlarging the operational scale of agricul- 
ture. 


is exactly where the danger lies. It is high time that we 
give a great deal of attention to this problem and deal 
with it. 
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The labor force trausfer problem is unclear, regardless 
of whether it is in our understanding or in practice. 


[NONGMIN RIBAO] The calls for transfer of the labor 
force and conversion of the industrial structure are not 
weak; to what do you want us to pay greater attention? 


[Wu Xiang] Since the 14th Party Congress of the CPC 
fixed the socialist market economy as our target model of 
reform, the voices calling for us to pay attention to the 
problem of farmers’ income growth have become 
stronger. The central government and the State Council 
have issued repeated injunctions to reduce farmers’ 
burden and increase investment in agriculture. This 
session of the central government’s conference on rural 
work again stressed the problems of agriculture, the 
countryside, and farmers. Therefore, resolution of the 
problems is getting closer. But one point that has not 
been clarified and resolved completely is that farmers’ 
income growth and transfer of the rural labor force are 
the keys for agriculture, the countryside, and farmers; 
therefore, it is really impossible to resolve the problem 
through agricultural slogans. 


[NONGMIN RIBAO] What do you think is blocking 
people’s understanding of the problem? 


[Wu Xiang] Generally speaking, concepts and ideas 
produced under the planned economy system still exer- 
cise a malign influence, the only difference being that it 
pops up in different forms at different times. 


From the first organization of cooperatives to just before 
rural reform, millions of farmers contributed firsthand 
an accumulation of 600 billion to 800 billion yuan, but 
they were unable to share in the civilization and devel- 
opment brought on by industrial development. Under 
the dual urban-rural structure established in this way, 
farmers have no freedom to move and select their jobs, 
and even the children of farmers are bound to the land 
with their parents, bringing on a situation whereby 800 
million farmers, engaged in making the food we eat, do 
not have enough to eat or wear themselves. This remains 
fresh in our minds. We must take serious reference from 
this historical fact. Fundamentally, the key point in 
China’s reform is to break the dual structure which 
separates urban and rural, and transfer large batches of 
the surplus rural labor force from agricultural produc- 
tion. But in practice, there are still some leading cadres 
who just do not understand this. 


In 1985, there was a several tens of billion jin drop in 
grain production, followed by three years of rising and 
falling. Cities and some leading departments reacted 
strongly to this; they thought that the problems stemmed 
from agricultural, even rural, policies; some people even 
argued that these ups and downs in grain production was 
actually following the ups and downs in policies. 


But farmers had a totally different reaction, because the 
drop of grain production was compensated for by the 
rapid development of township enterprises, so farmers’ 
incomes still showed some increase. What is more 
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important, millions of farmers found new hope in the 
development of township enterprises. China's farmers 


; iow level 
ment of township enterprises, and have been called “an 
abruptly emerging new force,” but some comrades are 
still suspicious of township enterprises, even looking 
down upon them or speaking accusingly of them. 


In fact, the bulk of farmers’ income growth has come 
from township enterprises, this has been proven by 
practice: “without industry, there is no prosperity.” But 
people who hold the old concepts of the planned 
economy system can’t see the positive aspects of devel- 
oping township enterprises, and of course they find it 
impossible to put the emphasis in developing the coun- 
tryside and the rural economy on developing township 
enterprises, transferring the labor force, and increasing 
farmers’ income. 


The of no stability without agricalture is 
‘ho agricelteral stability without industry” 


[NONGMIN RIBAO] Quite a few people think that so 
much emphasis on farmers’ income growth and transfer 
of the rural labor force will affect grain production's 
lasting and stable growth. What is your thinking on this? 


[Wu Xiang} My answer is don’t worry. Everyone knows 
that the problem of feeding over 1.1 billion people is a 
huge task, one that cannot be sluggish at any time. If 
there should be any trouble in grain production, no one 
can help us. The problem is how to guarantee the 
continuous and stable development of agriculture and 
grain production. Practice has proven that producing 
grain solely with grain production in mind, or farming 
solely with farming in mind, will just lead us down a 
narrow path, and this doesn’t work, especially under 
market economic conditions. When there were major 
problems with township enterprises, there were some 
people accusing it of being the evil root of the rise and 
fall in grain production, their reason being that the best 
labor in the countryside all moved to industry to make 
money. In fact, there is no evidence for this talk. In some 
developed coastal regions, with cuts in the amount of 
land for grain, total grain production dropped, but there 
was a rise in the per mu average production, not a 
decline. Furthermore, there was a dramatic rise in agri- 
cultural productive value. In the Wenzhou area, among 
more than six million people, the average land owned 
was just over four fen. This is even less than in southern 
Jiangsu and the Pearl River Delta. Despite the vigorous 
development of family industry and township enter- 
prises, the agricultural productive value still rose contin- 
uously, both the average production per mu and total 
production. The three years of rising and falling grain 
production which began in 1985 involved complex, 
multifaceted problems which require detailed analysis. I 
won't talk about that here. But it is certain that the 
fundamental root of China’s poverty and backwardness 
is that we have 900 million farmers engaging in pro- 
ducing food grains. Wherever there are fewer farmers 
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directly engaged in the food grains business, where the 
labor force has transferred, and township enterprises are 
developed, then farmers’ income have increased, and 
there has been hope for agricultural modernization. So, I 
believe the prerequisite of “no stability without agricul- 
ture” should be “no agricultural stability without indus- 
try.” 


If we really want to guarantee the continuous and stable 
development of agriculture and grain production, and 
not just talk about it, we must “play the pipe back- 

wards”; that is, first to pay attention to developing 
agriculture, developing township enterprises, transfer- 
ring the surplus labor force, adjusting the industrial 


structure, and gradually enlarging the operational scale 
of agriculture. 


What should the future course be? 


[NONGMIN RIBAO] In your opinion, how should we 
be dealing with the current problems in the countryside, 
in agriculture, and with farmers. And how to get started? 


[Wu Xiang] Based on the facis mentioned above, I 
suggest such countermeasures as: 


1) While emphasizing that the problems of agriculture, 
the rural areas, and farmers are relevant to the funda- 
mental problems of the entire situation of the party and 
the state, we should be emphatic that farmers’ income 
growth and transfer of the rural labor force is the key to 


these problems; it should be taken as the starting point of 
all rural policies, and be put in the forefront of all rural 
work. Leading organs and cadres at all levels should take 
this as their guiding thought. There should also be 
education in this for all rural cadres, for renewed con- 
cepts and changed ideas are prerequisite to resolving 
these problems. 


2) To guarantee continuous and stable growth in agricul- 
ture and grain production, we should discontinue the old 
way of farming just with farming in mind, and producing 
grain with just grain production in mind. We must 
gradually reduce and even stop the administrative inter- 
ference of planned economics, taking new measures 
appropriate to the laws of economics, to protect grain 
planting families from loss, and insure that grain-selling 
regions make profits. Implement an agricultural devel- 
opment policy of high production, excellent quality, and 
high efficiency. I believe that putting excellent quality 
ahead of high production is more scientific in many 
respects. 


3) Enlarge our vision of agricultural development: we 
should go from the small scale of 1.5 billion mu of 
cultivated land to the large scale of 9.65 million square 
kilometers. Vigorously develop agriculture, carry out 
construction in mountainous areas, engage in the 
breeding business and the processing of agricultural 
products and by-products; in this way a certain amount 
of the labor force will be absorbed in local areas. Pro- 
viding work as a form of relief and constructing roads in 
the near future can not only add job opportunities but 
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also create the conditions for selling agricultural prod- 
ucts and by-products. We should extend the concept of 


capital construction on farmland to capital construction 
in agriculture, making for continuous improvement in 
the rural infrastructure. 


4) The vigorous development of township enterprises 
and small towns is the major channel for increasing 
farmers’ income and transferring the rural labor force. 
The eastern region should pay more attention to devel- 
oping export-oriented enterprises, improving their tech- 
nical level, striving for high level, big scale, and excellent 
quality. The central and western regions absolutely must 
not stop developing because of their poor foundation 
and past lack of success; rather, they should organize 
cooperative projects between the eastern and western 
regions which are based on local situations, attracting 


chandizing advantage. Small towns are the seat of sec- 
ondary and tertiary industry, and it just won’t do to not 
develop small towns, especially when it comes to devel- 
oping service industries. Counties are the link between 
urban and rural, models for small town development 
throughout the whole county. Doing a good job of 
comprhensive reform and county construction at the 
county level is of extreme importance in developing the 
rural economy. 


5) There must be deeper reform, and accelerated market 
development. Without a pluralistic market entity, there 
will be no market economy. Therefore, we should 
encourage simultaneous development of the State 
owned, collective, privately owned, and individual econ- 
omies. Defining the property rights for individual and 
privately owned operations, powerful competition, and 
substantial efficiency wil have an outstanding effect in 
absorbing surplus labor. We should develop these with 
complete confidence. The joint-stock system is just 
unfolding in the countryside, we should give full support 
to promoting its further healthy development, maxi- 
mizing its role of allocating social resources. As for 
developing the commercial market, we should establish 
markets for the various key factors, especially the labor 
force market and financial market, develop various 
intermediary organizations, cooperative organizations, 
and scientific and technical service organizations, 
linking the markets and the farmers. This wiil contribute 
to improving farmers’ income. 


Calculating by what is needed to accomplish the goal of 
being well off, the annual rate of increase in farmers’ 
income should be 5 percent in the 1990s, but due to 
deficits in the first four years of the decade, it will be 
harder in the next six years. Therefore, we should not 
miss the opportunity to establish correct targets and 
missions for further rural reforms. Moreover, it is urgent 
that we adopt take appropriate corresponding policies, 
for we absolutely cannot lower our guard. 
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Provincial Officials Views 


94CE0282B Beijing NONGMIN RIBAO in Chinese 
15 Jan 94 p 2 


{Article by Mao Xiaorui (3029 0879 3843) and Wang 
Yanyan (3769 3601 3601): “Adjusting the Structure, 
Empowering, Changing Habits of Thought, Considering 
the Overall Situation—Directors of Some Provincial 
Agricultural Bureaus Discuss the Problem of Farmers’ 
Income”’] 


[Text] Developing township enterprises is the key to 
increasing farmers’ income 


Yu Jingzhong [0151 2417 1813}, Director of the Jiangsu 
Agricultural Bureau: The average income of farmers in the 
Suzhou, Wuxi, and Changzhou areas of Jiangsu is cur- 
rently over 2,000 yuan, while in northern Jiangsu it is less 
than 1,000 yuan. The difference is due to township enter- 


One argument is that developing township enterprises 
will affect agricultural production, but really, this is 
totally untrue. My province is the birthplace of township 
enterprises, and currently, the gross productive value 
and export for earning foreign exchange by township 
enterprises in the province occupies 50 percent of the 
province’s total productive value and export for earning 
foreign exchange respectively. It really is like “half of the 
country.” Meanwhile, township enterprises in Jiangsu 
Province have created the means by which industry can 
help agriculture. This is especially the case in southern 
Jiangsu where, annually and per capita, every township 
employee contributes 120 yuan to the agriculture devel- 
opment fund, 60 percent of agricultural expenditures 
comes from township enterprises, and agriculture and 
industry in southern Jiangsu have entered a “period of 
mutual assistance.” Agricultural products continue to 
increase. Southern Jiangsu’s experience proves that there 
is “no agricultural stability without industry.” 


At present, the biggest problem in Jiangsu is how to 
improve farmers’ income in the northern part of the 
province. Our general thinking is to do our utmost to go 
the way of merging trede, industry, and agriculture in 
order to develop agriculture as we link up the northern 
and southern parts to develop township enterprises, 
develop multiple operations which will promote sideline 
industries, supplying their primary accumulation to 
township enterprises in northern Jiangsu. The vegetable 
processing company run by the Agriculture Bureau in 
Lian Yun Gang municipality selected the “company pl.:s 
farming families” way. It created over $7 million in 1995 
from exports, with a gross profit of 15 million yuan. 
Farmers’ income increased dramatically. 


In 1993, township enterprises in Jiangsu absorbed as 
many as 10 million people from the surplus labor force. 


ECONOMIC 31 


We guar casvectly handle the canteatietien Satease 
See weeees prosperous and making contributions to 


Deng Daokun [6772 6670 0981}, Director of the 


farmers prosperous ing 
I think we must do the following pe tes well right 


now in order to resolve this contradiction: 


1) Under the prerequisite of complying with value laws, 
implement efficient market adjustment for agricultural 


2) To guarantee efficient supply and accomplish macro- 
adjustment and control, we must set up a storage system 
for major agricultural products, and carry out adjust- 
ment by means of such economic means as benefits, 
taxes, and prices, along with relevant polices. This will 
guarantee the current profits of producers of major and 
big agricultural products, and make their income no 


lower than that of others engaged in nonagricultural 
industries. 


3) As major agriculture producing areas still require 
stronger adjustment of their industrial structure, develop 
“one excellent and two high” agriculture, to increase the 
incomes of farmers in major producing areas. 


4) Establish a protective agriculture risk fund system, to 


protect major and big agricultural products and by- 
products from substantial price fluctuations. 


5) Vigorously develop secondary and tertiary industry, 
transfer the surplus labor force, accomplish intensive 
farming in agriculture, and operate on a scale which will 
improve current labor productivity. In addition, we 
must perfect the market system. 


If we do not take efficient steps to increase the income of 
grain planting farmers, it will be hard to continue agri- 
cultural production. 


The in increasing farmers’ income is to 
A Geen 


Zhao Xiaodao [6392 1420 6670], Director of the Agricul- 
ture Bureau of Zhejiang: the key to growth is to adjust and 
perfect the agricultural structure. We must establish 
extensive agricultural concepts, adjust the structure and 
develop “one excellent two high” agriculture, including 
development of secondary and tertiary industry. It won't 





Wang Shousen [3769 1108 2773], Director of the Agricul- 
ture Bureau of Shaanxi: In the last year, the per capita 


agricultural products, and a loss of value-adding. 


The important problem now is to study why farmers’ 
income is not high, and why their enthusiasm and 
investment in agriculture has declined. Based on current 
phenomena, it is due chiefly to the rising prices of 
productive materials. The policy of rising grains and 
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been planted, there are eight months to the harvest, and 
there is a tendency for the prices of productive materials 
to rise. Therefore, there must be a protective system for 
organizing production, for if there is any trouble, who 
can farmers depend on? Who will take care of farmers 
who suffer disaster? If we free the prices of productive 
materials, to what degree can it go? What is unreasonable 
now is that whatever farmers investing is linked with 
markets, but whatever farmers sell is linked with the 
planned economy. If let go, the income of grain planting 
farmers will go lower and lower. So we have to consider 
carefully the transfer of profits, and consider the farmers’ 
ability to assume burdens. Overall, the state hasn't 
figured out a way to develop agricultural products 
according to the laws of a market economy. 


I believe that the state cannot rely on raising the prices of 
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Causes, Solutions to Rural Migrant Upsurge 
94 4A Beijing ZHONGGUO NONGCUN JINGJI 
[c 5 RURAL ECONOMY] in Chinese No 12, 


[Article by Zhu Ze (2612 3419): “Job-Seeking Peasants 
Pour Into Cities”) 


[Text] In recent years more and more rural workers have 
been pouring into cities and economically developed 
in search of jobs, creating a large-scale interre- 
migration. In the days following the Spring Fes- 
year, in particular, wave upon wave of peas- 
nation and filling bus and train stations in 
mid-sized cities to , forming a “rural 
psurge” that cannot be held back. The 
a in the late 1980's and 
is no sign at all it will 

to 60 millon rural 

, with 24 million of 

uan, Jiangxi, Hunan, 


areas 
gional 
tival each 
ants come 


‘Ht 


ee ee ae is 
China’s huge rural population, which creates a massive 


t upsurge” is also caused by a more 
ee seal aan to Chane cimaedion 
behind industrialization severely. Typically, as a 


nation becomes more and more industrialized (as dem- 
onstrated by the growth of the secondary and tertiary 
sectors as 2 share of the national economy), the level of 
the percentage of the nation’s total population that is 
urban). This is the outcome of changes in the employ- 
ment structure, which, in turn, are caused by changes in 
the industrial structure. It is also a result of the opera- 
tions of the market mechanism in the process of resource 
allocation. All developed nations in the world without 
exception achieved industrialization at the same time as 
they underwent urbanization. Today those countries are 
about 80 percent urbanized, above 90 percent in Britain 
and the United States. In developing nations, the figure 
is 40 percent or so. In China the extent of urbanization is 
only 28 percent. (Footnote 1) The ratio between indus- 
trial output value and agricultural output value is now 
7.5:2.5, in contrast to the 3:7 recorded in the early days 
of the PRC. At the same time, however, the balance 
between the urban population and rural population 
remains stuck at 2:8, a unique phenomenon in the world. 
Apart from a soaring birth rate, this state of affairs was 
mainly caused by the fact that for many years in the past, 
industrialization in China took place independently of 
urbanization in an environment of mutual urban/rural 
isolation. Through the exchange of unequal values 
between industry and agriculture, between the city and 
the countryside, agriculture provided urban industrial 
development with a steady flow of accumulated funds. 
Meanwhile, the permanent residence registration 
system, food supply system, employment system, educa- 
tion, health care, and insurance system worked to keep 
large numbers of workers in the countryside, further 
skewing the existing dual social structure. China has now 
put together a full line-up of industries, but the failure of 
urbanization to catch up with industrialization has sad- 
died the nation with a heavy social burden. Moderniza- 
tion in China is comparable to a hobbling pony with a 
big cart hitched up to it. Already the “rural migrant 
upsurge” reflects the social crisis brought on by the lag in 





The “rural migrant upsurge” has disrupted and 
impacted China’s economy in ways profound and 
varied. On the positive side: 


1) It has spurred the economic development of cities and 
developed areas. By leaving their villages and taking jobs 
or engaging in business elsewhere, redundant rural 
workers have made good the labor shortages in migrant- 
importing areas, thereby aiding their economic construc- 
tion with low-cost labor. Nowadays a host of peasant 
workers are heavily involved in a range of fields, 
including urban construction, the textile industry, trans- 
portation, commerce, the catering industry, and 
domestic services, making themselves indispensable to 
the effective operations of the cities. Most peasant 
workers are employed in jobs that involve hard tiring 
work in filthy conditions. They satisfy the labor demand 
in those lines of work and fill the gaps in the lineup of 
industries of the host locations, at the same time making 
the lives of local residents easier. A leading comrade on 
the agricultural commission of Guangdong Province 
once commented that the contributions made by male 
and female workers from other provinces to the economy 
of Guangdong should be written into history. 


2) Rural migrants bring back to their villages funds, 
technology, information, and managerial experience, 
injecting new doses of energy into the rural economy. 
Studies show that peasant migrants from the six prov- 
inces of Sichuan, Jiangxi, Hunan, Hubei, Henan, and 
Anhui alone generated 25 billion yuan in incomes for 
their villages in 1992. Even more significant, peasant 
migrants become more conscious of the market economy 
and have a chance to broaden their outlook, overhaul 
their thinking, and improve their quality. 


3) Migrant workers have relieved the competition for 
jobs in migrant-exporting areas and created the condi- 
tions for the introduction of scale management in agri- 
culture. In China, a populous nation with little land, land 
has been operated on a small scale with limited effi- 
ciency, which has become the principal impediment to 
the modernization of agriculture. The only way to mod- 
ernize Chinese agriculture is tc channel the surplus labor 
into the secondary and tertiary industries and introduce 
scale management. After taking up jobs or going into 
business elsewhere for many years, some peasants are 
eager to contract out their land, creating a rare opportu- 
nity for the circulation and concentration of land and the 
application of scale management to land. If only we take 
effective measures and provide proper guidance, the 
scale management of land will be accelerated. 


Undeniably, the current interregional migration of rural 
workers has also inevitably caused a string of social 
problems. For starters, it has intensified the pressure on 
the transportation system and heightened the demand 
for urban infrastructural facilities and services essential 
to daily life. According to statistics compiled by the 
Ministry of Railways, railroads across the nation carried 


the population as far as family planning is concerned. 


The effective operation of the socialist market economy 
requires the free circulation of elements of production, 
including labor, between different industries and dif- 
ferent localities. In this sense, the inter-regional move- 
ment of rural workers and the resultant rural migrant 
upsurge have their raison d’etre and inevitability. For 
this reason, we cannot hope to solve the inter-regional 
movement of rural workers, particularly the rural 
migrant upsurge, simply by blocking it; it is not to be 
blocked. A few years ago many cities had these migrants 
surrounded, tried chasing them away, or kept them out; 
however, the migration of rural workers has never been 
totally banned. As a special form of the movement of 
rural manpower, the rural migrant upsurge will remain 
part of the overall industrialization and urbanization of 
the Chinese countryside. We should be fully prepared 
ideologically for this and respond with the right policy. 
Making the most of the situation, we should lower the 
costs to the individual and society of the interregional 
movement of labor and the risks associated with it, thus 
minimizing the negative impacts of the rural migrant 
upsurge. 


In dealing with the “rural migrant upsurge,” we must 
adhere to the principle of “tackling both the underlying 
cause of a disease as well as its symptoms” and choose 
the appropriate strategy based on what the main problem 
is at a given time in a given place. 


In the near term, our principal strategy should be to 
eliminate the haphazardness and spontaneity of interre- 
gional labor movement and make such movement more 
orderly and better organized by nurturing a labor market 
and creating a new mechanism for the circulation of 
labor. Specifically: 


1) The government should step up the macroguidance 
and coordination of the interregional movement of rural 
labor. The central government should set up an author- 
itative body devoted exclusively to the macromanage- 
ment of the interregional movement of labor or put an 
existing agency in charge of such management. The 
duties and functions of the new body should include: 
Gathering, analyzing, and disseminating data on the 
labor markets in the migrant-importing and migrant- 
exporting areas; balancing labor supply with labor 





information tools, government agencies, in contrast, are 
in a position to collect and transmit authoritative infor- 
mation on the supply and demand of labor. 


3) Regional labor supply-demand “ome e should be 


transmit information. 


4) Law- and regulation-making should be accelerated as 
appropriate and the management of the labor market 
must be improved, including the protection of the 
imate rights and interests of the workers, hiring en 
prises, and intermediate organizations, as well as 
regulation of their conduct; the preservation of 
market competition; and the effective managemen 

the floating population theongh the iatredection a 
registration system for workers entering or leaving a 
jurisdiction, for instance. 


countryside to a major policy goal for governments at all 
levels. Secondly, it involves searching for a path to rural 
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industrialization and a rural labor de-agriculturalization 
model suited to China’s national conditions. To do so is 
to stem the rural migrant upsurge at its source. 


Rural industrialization is an inescapable stage in China's 
er Taking a lesson from successful indus- 


because China has an ample labor supply but 
little funds, township and town enterprises should 
remain predominantly labor-intensive for many years to 
come. This is the fund-accumulating business start-up 
stage when enterprises should substitute capital with 
labor to the greatest extent possible and increase employ- 
ment opportunities. Such a development no doubt will 
have positive practical implications for most areas in 
China, particularly those in south and central China. We 
are not ruling out the possibility of developed areas and 
some enterprises taking the lead in upgrading the indus- 


oped nations usually double or triple that. Rising living 
standards among urban and rural households in the 
future will translate into bright and growing prospects 
for the agricultural byproducts processing industry. The 
size of the tertiary sector as a share of the national 
economy reflects the degree of modernization of a 
nation. In a developed country, the tertiary sector makes 
up 60 to 70 percent of domestic output; in a developing 
nation, between 35 and 40 percent on the average; and in 
China, 27 percent, including a mere 14 percent in the 
countryside. Any substantial expansion of the tertiary 
sector will greatly increase job opportunities. 
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2) Industrialization in China should take the road of 
appropriate concentration so that rural industrialization 
and rural urbanization will proceed in tandem with each 
other. Concentrated distribution economizes on land 
resources and investments in the infrastructure. With 
concentrated distribution, we can also make the most of 
regions, create a “critical mass” effect, and build up 
urban centers from which funds and technology can flow 
to the surrounding areas. Even more important, concen- 
trated distribution helps spur the formation and devel- 
opment of cities, stimulate the growth of the tertiary 
sector, and close the gap between the city and the 
countryside characteristic of a dual social structure. The 
majority of China’s township and town enterprises are 
widely scattered among the countless villages and ham- 
lets and are closely interwoven into the fabric of their 
rural communities. The result is a pattern of distribution 
in which “every little village has its own enterprise.” 
This fragmented pattern of distribution is the product of 
a specific set of social and economic conditions, prima- 
rily the suppert ia the form of cheep land end low-cost 
labor an enterprise could derive from its community and 
other people connected to it by blood or local ties. This 
kind of support is often of critical importance to a 
fledgling enterprise. Needless to say, the drawbacks of 
fragmented distribution are obvious. For one thing, it is 
immensely wasteful of land resources. Secondly, these 
enterprises have little access to information and are not 
located on major transportation routes. The web of 
relationships and ties within rural society and communal 
administrative interference combine to push up business 
costs to an excessive level. Thirdly, the fragmented 
distribution of township and town enterprises does 
nothing to bring about a modernized industrialized 
society or create an industrial civilization while 
retarding urbanization. A communal rural society lacks 
the environment and conditions conductive to the for- 
mation of a modern enterprise system. For this reason, 
once they have grown and matured, enterprises do their 
best to congregate in townships, freeing themselves from 
the restraints of communal interests and achieving 
external economies. Given the conditions in China, 
concentrated distribution and fragmented distribution 
will continue to coexist in the future. In the vast interior, 
especially south and central China, the development of 
township and town enterprises is still inseparable from 
communal support. In the long run, however, concen- 
trated distribution will replace fragmented distribution 
the dominant model for rural industrializa- 
and the tion of rural labor in 
y ty Rh pe wy bh ht tn 
tions for the relative concentration of township and town 
enterprises to make sure that rural industrialization and 
urbanization proceed at the same pace. Henceforth 
township and town enterprises may develop revolving 
around cities. In view of the fact that large cities in China 
are already severely overcrowded, most township and 
town enterprises should be concentrated in small and 
medium-sized cities, county towns, and their sur- 
rounding core market towns. Urbanization being a 
gradual process, we must be careful not to over-build 
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with no regard to the circumstances. A workable method 
is to take the county as the unit and single out for special 
assistance a number of selected townships or market 
towns that have a economic, or human- 


resource edge. Scientific planning should also be prac- 


3) Gradually reform the dual permanent residence reg- 
istration system that separates the city from the country- 
side, thereby creating the conditions for the free move- 
ment of labor between industries, between the city and 
the countryside, and between regions, and for the forma- 
tion of a unified nation-wide labor market. A permanent 
residence registration system that divides the city from 
the countryside does not satisfy the requirements of the 
development of a modern market economy. Under that 
system, being a peasant or a city resident becomes 
hereditary, something passed from one generation to the 
next. The possibility of a peasant becoming a city resi- 
dent is almost non-existent, fundamentally blocking the 
road leading to the urbanization of the rural population 
and impeding the free movement of labor between the 
city and the countryside and from one region to another. 
For this reason, the existing irrational permanent resi- 
dence registration system must be reformed and ulti- 
mately abolished. Considering China’s national condi- 
tions and the countless contradictions accumulated 
through the years, we must reform the permanent resi- 
dence registration system in stages in order of priority. In 
the short haul, we must first deregulate residence regis- 
tration in the seats of county towns and rural townships. 
Peasants should be allowed to raise funds among them- 
selves to build a township where they should be free to 
settle down. Moreover, permanent residence registration 
management should be significantly relaxed in small and 
medium-sized cities. Since a majority of small and 
medium-sized cities in China have not reached an appro- 
priate scale, the absorption of some peasants will help 
them boost their economies of scale tremendously. 
Thirdly, deregulate in a small way some industries in 
large cities so as to make good the labor shortages in 
those trades that involve hard and tough work amid 
filthy conditions and accelerate the rationalization of the 
urban economic structure. Fourthly, apply a flexible 
residence registration system to the floating population 
in order to solve some of its problems, such as having 
more children than allowed and order-and-order prob- 
lems. Regarding rural workers who have signed contracts 
lasting over a year with hiring units elsewhere, we must 
allow their residence registration to move with them and 
go where they go. They should register as temporary 
residents of the jurisdiction where their jobs are located 
and submit to the management of the local authorities 
and receive social welfare in accordance with the law. 


Tianjin, Anhui 1993 Farmer Income 


Tianjin Farmer Income 
94CE0344F Tianjin TIANJIN RIBAO in Chinese 
26 Jan 94 p 1 


[Summary] In 1993 per capita net income of farmers in 
Tianjin Municipality was 1593 yuan, a 12.98 percent 
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increase over 1992. According to Tianjin Mayor Zhang 
Lichang, within the next five to seven years per capita 
farmer income will increase from the present 1500 yuan 
to 3000 yuan. 


Anhui Farmer Income 
94CE0344H Hefei ANHUI RIBAO in Chinese 8 Feb 94 
pl 


{Summary] In 1993 per capita net income of farmers in 
Anhui Province was 724.5 yuan, an increase of 150.92 
yuan, or 26.3 percent over 1992. Deducting for inflation, 
the actual increase was 9.4 percent. 


Ministry Surveys Anhui Policy Implementation 
94CE0095A Beijing ZHONGGUO NONGCUN JINGJI 
[CHINA'S RURAL ECONOMY] in Chinese No 9, 

20 Sep 93 pp 8-17 


[Article by Du Yingzhi (2629 7751 1013), Ministry of 
Agriculture Survey Team: “Policy Formulation and Imple- 
mentation Looked at in a Large Agricultural Province”) 


[Text] Editor’s Note: This is a factual and critical survey 
report. The author steeped himself in the situation in 
Anhui Province, bringing to light various erroneous under- 

of macroeconomic agricultural policy that reveal 


the crux of China’s agricultural problems. It is hoped that 
this report will arouse more discussion. 


From mid-April until the end of June, we conducted an 
on-site survey in rural Anhui on behalf of the Ministry of 
Agriculture. In the course of this survey, we strove to 
analyze completely and systematically the classic prob- 
lems of a classic large agricultural province like Anhui 
with a view to arriving at some correct policy conclu- 
sions for solving various deepseated incongruities and 
problems. 


1. Current Status of Agricultural Production 


Anhui Province has plentiful agricultural resources. It is 
a major area for the production of agricultural products 
such as grain, cotton, edible oil, hemp, and hogs. During 
14 years of reform, its agricultural production has devel- 
oped fairly rapidly, increasing by an average 6.4 percent 
each year between 1979 and 1990. Following an espe- 
cially severe flood in 1991, the goal set by the provincial 
CPC committee and the provincial government of 
“recovering in one year from one year of disaster” was 
substantially attained in agricultural production during 
1992. Outputs of most agricultural products revived to 
normal levels. 


The guiding thought for agricultural production 
throughout the province for 1993 is to emphasize a 
market orientation. While ensuring steady increase in 
the production of grain, cotton, and edible oil, major 
efforts are being made to change the structure of agricul- 
ture, active developing readily salable products, and 
promoting “two high and one premium” [high yield, 
high returns, and premium quality] agriculture. The 
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structure of farming throughout the province is to be 
diversified in 1993. This includes a slight reduction from 
1992 of the 88 million mu sown to grain, substantial 
cutbacks in the area planted to cotton and oil-bearing 
crops, and an expansion of the tuber, corn, soybean, 
peanut, sesame seed, melon, fruit, and vegetable growing 
areas. 


The main problems in Anhui’s agricultural production 
today are as follows: 


1. Accompanying the high speed growth of the national 
economy has been a widening of the gap between the 
speed of development of industry and agriculture. Agri- 
cultural and rural resources, including money, land, and 
large amounts of manpower have flowed into nonagri- 
cultural pursuits, into cities, and into coastal areas of the 
country. Thus, efforts to warm up and stabilize Anhui’s 
agriculture are doomed to failure. During 1992, 1.5 
billion yuan flowed out of Anhui Province’s industrial 
and commercial system into developed coastal areas. 
Money from 50 percent of agricultural unit bank 
accounts in the provincial Bank of Agriculture flowed 
into other banks or financial institutions. More than 23 
million yuar’ from the Bank of Agriculture Business 
Office in Hefe. seft. During 1992, 195 different develop- 
ment zones were built throughout the province. These 
reduced the cultivate land area by more than 300,000 
mu. This was the greatest decrease in the cultivated land 
area since 1987. During the winter of 1992 and the 
spring of 1993, approximately 5 million members of the 
rural work force (approximately 20 percent of the total) 
left to work elsewhere, most of them going to Jiangsu, 
Zhejiang, and Shanghai. A survey of 16 counties and 
cities shows that 1 15,300 peasant households gave up the 
farming of 346,600 mu of land. Unless this overly rapid 
shift is brought under control, another shortage of farm 
products is extremely likely to occur. 


2. Expansion of demand for intermediate investment 
drives a rise in prices of agricultural means of produc- 
tion. At the same time, however, the prices at which 
peasants sell their products have not risen greatly; thus, 
the price scissors has widened further. Between January 
and May 1993, prices of agricultural means of produc- 
tion throughout the province rose 12.5 percent over the 
same period in 1992. However, the price that peasants 
received for major farm products such as grain remained 
basically flat, except for rapeseed, which enjoyed brisk 
sales and the price of which rose approximately 15 
percent over 1992. Despite the adoption in 1993 of 
several policies to nurture agriculture, peasants continue 
to report that they lose money farming. They are 
extremely unhappy particularly about failure to control 
rises in prices of means of production like chemical 
fertilizer and diesel fuel. In addition, provincial depart- 
ments concerned report that because of the anticipated 
increase in diesel fuel prices, the provincial petroleum 
company is unable to buy from east China companies 
sufficient quantities of diesel fuel for agriculture at the 
parity price. Between January and April, only 37,800 
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tons of parity price diesel fuel was obtained. This is only 
28.8 of annual plan. As of 15 June, only 5.5 percent of 
the entire year’s parity price oil had been provided. 


3. The bumper summer grain harvest in 1993 does not 
demonstrate a warming of agriculture. This is because 
the main reason for the increase in summer grain pro- 
duction was a 2.5 percent increase over 1992 in the area 
sown to grain. Second, heaven helped out; weather 
conditions were better than in the previous year. The 
weather during the late stage of the growing season was 
particularly fine. It played a decisive role in the heading 
of the wheat and the bumper harvest. However, the 
peasants actually invested less. Provincial supply and 
market cooperative sales of chemical fertilizer, agricul- 
tural pesticides, and agricultural plastic were down 4.4, 
27.5, and 21.3 percent from the previous year. Retail 
sales of agricultural means of production for the prov- 
ince as a whole for the first four months of the year 
increased only 2.3 percent over the same period in 1992. 
After deduction for price increases, sales volume showed 
a further decline. Comparison of sales during the period 
January through May with the same period in 1992 
shows an 18.7 drop in chemical fertilizer sales, a 1.6 
percent decline in agricultural pesticide sales, and a 42.5 
percent fall in sales of agricultural plastics. In addition, a 
survey of the spring planting preparations of 7,750 
households in 31 counties all over the province shows 
purchases of chemical fertilizer, seeds, agricultural pes- 
ticides, agricultural plastic, and diesel fuel as running at 
between 43.1 to 67.4 percent of the same period in 1992. 
The situation reported by provincial agricultural survey 
teams also shows an actual decline in expenditures for 
agricultural production among peasant expenditures for 
the first quarter of 1993. It is noteworthy that the direct 
reason for the reduced peasant investment is not a 
shortage of supply, but mostly a rise in prices of the 
means of production. In addition, as a result of natural 
disasters in Anhui during the past two years, peasant 
income has declined. Some peasant families have no 
money to spend. They may want to invest, but they 
cannot pay. Their spirit is willing, but their flesh is weak. 


4. Investment in agricultural infrastructure is insuffi- 
Cient; reserve strength is lacking for steady growth of 
agriculture. Expenditures for agriculture in the provin- 
cial Seventh Five-Year Plan fiscal budget (including 
expenditures to support agricultural production, pay- 
ments for agricultural, forestry, and water conservation 
projects and investment in capital construction, and 
expenditures to assist undeveloped areas) amount to 
only approximately 10 percent of total government 
expenditures. As a result of major natural catastrophes in 
1991, government investment in agriculture rose to 13.7 
percent, but in 1992, it returned to the lowest point since 
implementation of the Seventh Five-Year Plan at only 
9.06 percent. It is expected that no increase will occur 
during the next two years because of limited financial 
resources. Basically, the 1992 level can only be main- 
tained. Furthermore, the percentage of fiscal budget that 
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prefectures and counties apply to agricultural production 
shows a basic trend toward decline except in major 
disaster years. 


2. Policy Climate Not Favorable to a Large Agricultural 


(1) Contributions of a Large Agricultural Province 


Anhui Province was the place in China in which rural 
reform began. Following the Third Plenary Session of 
the 11th Party Central Committee, it was the peasants in 
Anhui Province who first demolished the shackles of the 
old system to take the lead in implementation of the 
family output-related contract system, 
which raised the curtain on China’s rural reform. 
During the past 14 years of reform, changes 
have taken place in the good earth along the Chang Jiang 
and the Huai Jiang. Anhui Province’s economy and 
undertakings have developed by leaps and bounds. The 
main national economic statistical indicators show a 
speed of economic development in Anhui that cannot be 
considered slow. During the decade of the sixth and 
seventh 5-year plans, annual increase in Anhui Prov- 
ince’s GNP, national income, social gross output value, 
gross output value of industry and agriculture, and gross 
output value of agriculture were all greater, in varying 
degrees, than the national average. (See Figure 1) 





Table 1. Average Speed of Increase in Anhui Province’s 
Main National Economic Indicators and Comparison 
With the National Average for 1980-1990 (%) 


Anhai Prev- National A-B 
ince (A) Average (B) 


15.94 14.74 
15.05 14.62 








GNP 


National 
Income 

Social Gross 
Output Value 
Gross Output 
Value of 
Industry, Agri- 
culture 


Gross Output 
Value of Agri- 
culture 


Grain Output 5.65 
Note: All figured at current prices 


Anhui Province is a classic large agricultural province. 
During 1992. 46.2 percent of the province’s revenues 
derived from the agricultural sector. This was 11.5 
percentage points higher than the national average. 
Anhui ranks seventh among China’s provinces, autono- 
mous regions and directly administered municipalities 
in the percentage of revenues derived from agriculture 
after Tibet (63.6%), Hainan (60.0%), Guangxi (52.1%), 
Jiangxi (49.6%), Inner Mongolia (46.6%), and Hunan 
(46.4%). The province’s township and village population 
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in 1992 accounted for 82.1 percent of the total. Urban- 
ization was 8.47 percentage points lower than the 
national average. 


Anhui Province is one of the country’s main agricultural 
production regions, and it is also one of the small 
number of provinces having the potential for great 
agricultural development. Anhui Province’s output of 
ee ee te ee ee paalian 

i . In 1990, Anhui ranked seventh among the 
country’s 30 provinces, autonomous regions, and 
i ini municipalities in gross output of 
grain, seventh in gross output of cotton, fourth in gross 
output of oil-bearing crops, second in output of hemp, 
tenth in gross output of meat, and tenth in net purchases 
of agricultural and sideline products. Each year Anhui 
Province ships large quantities of agricultural and side- 
line products to other provinces, making an enormous 
contribution to the economic development of east China 
and the country as a whole. 


In 1978, Anhui was still a net recipient of grain ship- 
ments, but implementation of the household output- 
related contracting 

tial. Grain output 


tion continued to grow year by year. In 1978, the 
province's grain output totaled 29.65 billion jin. In 1979, 
it broke the 30 billion jin mark; in 1983, it broke the 40 
billion jin mark; and in 1990, it broke the 50 billion jin 
mark at 50.4 billion jin, advancing three steps in 12 
years. The provinces rate of increase in grain output was 
1.4 times that of the country as a whole. In 1979, Anhui 
Province became a net shipper of grain, the amount 
shipped increasing from the very earliest several hun- 
dred million jin and a few billion jin to more than 6 
billion jin during the 1980s. Between 1985 and 1990, the 
province’s grain system alone shipped an average of 5.55 
billion jin of grain each year. After deducting two-thirds 
of the 50 billion jin per year of grain that the province 
produces for the peasants’ personal use, plus 17 billion 
jin of commodity grain, and 6.7 billion jin for grain 

procurement for the province, and the 

the grain system sells in other provinces 
this portion amounting to 25 percent of the amount of 


Anhui Province is currently only one of seven 
net grain shipping provinces. In 1990, per capita grain 
production was 445 kilograms, or 55 kilograms higher 
than the national average of 390 kilograms. In some new 
grain producing areas such as Chuzhou City, per capita 
grain output amounts to more than 882 kilograms. This 
is one of the areas in the country having fairly high 
elasticity in grain supply. 

(2) Contrast Between Contribution and Income 


Although Anhui Province’s growth rate during all of the 
1980s cannot be considered low, this is only in terms of 
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With the National Average From 1980-1990 (%) 


Anhai Prev- 
ince (A) 


10.06 











13.66 





10.34 





11.30 

















Table 1 shows that despite a national income growth rate 
in Anhui Province that was slightly higher than the 
national average for a decade, this was the lowest growth 
rate among all the output indicators, and it was also the 
indicator that exceeded the national average least (See 
Table 1). Naturally, this fairly low increase in the net 
output value rate is connected with the economic struc- 
ture. The contributions to national income of the devel- 
opment of basic industries and raw and processed mate- 
rials industries are far from those of processing 
industries, in addition to which Anhui happens to be a 
large agricultural province, a large raw and processed 
materials province, and a large basic industries province. 


Comparison of Table 1 and Table 2 also shows Anhui 
Province’s rate of increase in the gross output value of 
agriculture and grain output to be 1.09 and 2.29 per- 
centage points higher than for the country as a whole, yet 
the rate of increase in both local government revenues 
and peasant per capita income are 1.75 and 1.35 per- 
centage points lower than for the country as a whole. 
These two pieces of data show that government revenues 
and peasant income have not increased in step with the 
development of agriculture and the increase in grain 
production. 


Anhui’s ranking in the country for peasant per capita net 
income and per capita government revenue also clearly 
shows the province is in the predicament of being a 
“large agricultural province and a fiscally poor prov- 
ince,” and that its peasants “increase output but do not 
increase income.” In 1978, peasant per capita net 
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income in Anhui Province ranked fourteenth in the 
country, and fifth among the seven provinces and 
directly administered cities of east China (ahead of 
Shandong and Jiangxi). The super normal growth of 
agriculture during the initial period of rural reform 
stimulated a sharp rise in peasant income, peasant per 
capita income in Anhui Province zooming to eighth 
place in the county, an all time high. Later on, for 
various reasons, its ranking decreased year by year, 
reaching twenty-first place in 1990, and last among the 
seven counties and directly administered municipalities 
of east China. In 1991, when the province sustained a 
flood of more than once in 100 years proportions, 
peasant per capita net income fell to thirtieth place 
among the country’s 30 provinces, directly administered 
municipalities, and autonomous regions. Despite the 
rebounding increase of 1992, it stilled ranked only 
twenty-seventh in the country, just above Shaanxi, 
Guizhou, and Gansu. A look at its income indicator 
shows that in 1990 Anhui ranked twenty-fourth in the 
country in per capita national income and national 
income accumulation. Its city and countryside residents’ 
consumption level ranked twenty-sixth; per capita wages 
of staff members and workers in state-owned and collec- 
tively owned enterprises ranked twenty-seventh; per 
capita fiscal revenues and expenditures ranked twenty- 
ninth, and by 1992, average per capita government 
revenue stood at only 95 yuan for twenty-ninth place in 
the country, or above Tibet alone. Per capita govern- 
ment expenditures stood at 100 yuan for last place in the 
country. In the course of this Anhui survey, some old 
cadres who are extremely well informed about Anhui 
told us emotionally that the people of Anhui are out- 
standing and the land is fruitful. It is also a well endowed 
region that lacks nothing, so why did economic develop- 
ment end up in this predicament? The gap between 
Anhui and developed provinces is becoming wider and 
wider, money is flowing away, and talented people are 
leaving. It is really hard to bear! We also heard people 
say that on a television station contest about knowledge 
of the country, the master of ceremonies asked: Which 
province in the country ranks last in economic strength? 
The contestant replied: Anhui! The master of ceremonies 
said: Exactly right. Add 10 points! How out of keeping 
this income ranking and heartfelt anxiety of the people is 
with Anhui’s contribution to the whole country as a 
major agricultural province, and Anhui’s place in the 
country in output of major agricultural products! 


Relationship of the Government, Finance and Banking, 
Enterprises, and the Peasants to Grain Production 


Agriculture is an industry that produces high social and 
ecological benefits, but low economic returns. From the 
cadres at the top to the peasants at the bottom in Anhui 
Province, all have quietly made a contribution to ensure 
agriculture’s steady growth and ensure completion of the 
political task of providing grain effectively. However, we 
can see from the analysis that follows that under the 


existing system the development of agriculture and the 
promotion of grain production resulted in government, 
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finance and banking, grain businesses, and the peasants 
shouldering a heavy burden. Objectively, this became a 
detrimental factor limiting the economic development of 
the whole province. 


1. Fiscal weakness became fiscal subsistence. The dis- 
parity between government receipts and expenditures in 
Anhui Province is fairly glaring. Despite the numerous 
measures adopted in recent years to increase revenues 
and reduce expenditures, the problem of inability to 
make ends meet has become increasingly serious. As of 
the end of 1992, the provincial government deficit stood 
at 1.178 billion. Governments at all levels in the prov- 
ince have a hard time coping. More than 70 percent of 
the province’s 72 counties (or cities) show a deficit. More 
than half receive subsidies, and only by milking special 
purpose funds can they get by. 


Because of straitened financial circumstances, govern- 
ment spending is increasingly in disarray, meaning the 


frequently talked about eating at the expense of building. 
Reportedly more than 80 percent of all government 


production. Not only is this amount lower than the 
between 2 and 3 billion yuan that Jiangsu, Shandong, 
and Fujian spend, but it is even lower than the 1.4 billion 
yuan than Jiangxi spends. Investment in increasing pro- 
dextion fa qpetlly inadequate, ond eneeeatiy Gh tas- 
equacy limits economic development. Not only this, but 
economic backwardness means limited employment 
opportunities. Each year the province has to provide for 
between 30,000 and 40,000 military personnel returning 
to civilian life and university graduates. In the end, they 
can only be thrust into administrative units. This single 
requirement eats up more than half of the annual 
increase in financial resources. In every county that we 
visited in the course of this survey, it was common to 
find that cadres at the primary county and township 
levels had not been paid for several months. 


Fiscal hardship and destitution is directly related to 
Anhui’s being a large agricultural province. No more 
fiscal revenues can be obtained from the agricultural tax, 
the agriculture and forest special products tax, the ciga- 
rette tax, and other agricultural products processing 
taxes; thus, revenue sources are limited. This means that 
fiscal revenues are unable to keep pace with the growth 
of agricultural product processing. Furthermore, in order 
to maintain essential investment in agriculture, each 
year something must be squeezed from limited financial 
resources for investment in agriculture from which there 
cazi be virtually no direct return. In addition, so long as 
the price scissors exists between industrial and agricul- 
tural products, Anhui stands to lose more than several 
hundred million yuan on the shipment of large quanti- 
ties of agricultural products out of the province in 
exchange for large shipments of industrial goods into the 
province. 





tionship grain pro- 

Between 1978 and 1984, 

direct relationship; between 1985 and 1989 

there was a weak relationship, and after 1990 there has 

been a negative relationship. This further intensifies the 
vicious cycle of subsistence finance. 


2. The low operating efficiency of the Bank of Agricul- 
ture has turned it into a “procurement bank.” As was 


products. This is manifested in a fairly large 
percentage of the Bank of Agriculture’s credit being for 
operating funds, and a fairly small percentage being for 
production. Operating funds loans account for two- 
thirds of the Anhui Provincial Bank of Agriculture’s 
loans each year. Only one-third are loans for production. 
At the end of 1992, 65.6 percent of outstanding loans 
were operating funds loans, 49.9 percent of them loans to 
grain businesses. Production loans (including agricul- 
tural credit and township and town enterprise credit) 
accounted for only 33.6 percent. This ratio is just the 
opposite of developed coastal provinces (such as Jiangsu 
Province). In 1993, Bank of Agriculture credit plans 
increased 1.98 billion yuan, 1.1 billion yuan or approx- 
imately 55 percent of which was an increase in agricul- 
tural products and by-products procurement credit. Con- 
sequently, comrades in the provincial Bank of 

laughingly term themselves the “Procure- 
ment Bank.” The province’s 1993 goal of realizing a 
township and town enterprise output value of 80 billion 
yuan will require an additional 6 billion yuan investment 
in fixed assets, but 1.9 billion yuan of this is unavailable. 


Pressures on the Bank of Agriculture are very great 
all side, but the Bank of Agriculture system has 
since shown itself to have more difficulties than it 


An even more serious problem is that the high 
centage of credit extended for policy reasons (more 
TO paseent a5, sie curiae and Siaengunens Seana 
serious burden on the limited 
funds of the Anhui Provincial Bank of Agriculture in the 
form of a siphoning off of funds. As of the end of 1992, 
loans accounted for 9.38 billion yuan of the 


irregular 

24.97 billion of the credit balance of the Bank of Agri- 
culture system throughout the province (including credit 
yon) ain: Sat sehay iceman ei oy 


sa onsenes Wik 4 1h lien rate intent cand we 
them. This was 39. 5 percent of all irregular loans. Such a 


large siphoning off of money not only intensifies the 


yuan (657 million yuan more 

previous seven years). Thereafter, 

1.15 billion yuan in 1991, and 110 yuan in ! 
For the petiod January through May 1993 loees were 
250 million yuan. After subtracting the treasury- 
subsidized portion, the province’s grain system 
pending totaled 2.57 billion yuan. In 1993, Anhui Prov- 
ince ranked fifth after Hubei, Hunan, Heilongjiang, and 
Jilin provinces among the country’s 30 provinces, 
directly administered municipalities, and autonomous 
regions in the size of losses. By the end of 1992, losses on 
account advanced to 2.647 billion yuan. Additionally, at 
least one-tenth of the grain currently in storage is over 
age and has mildewed. This means even greater potential 
losses. 


Faced with such enormous book losses, the provincial 
grain sector concludes from an audit that 92.8 percent of 
them are losses resulting from loans made for policy 
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reasons. The remaining 7.2 percent are 

made for business reasons, but the treasury has yet to 
accept this accounting. The main reason for grain busi- 
nesses’ book losses since 1990 are: grain price distor- 
tions, the more grain procured the greater the losses; a 
Sen et Oe ak ee sae ted 
price grain being purchased at a high price and sold at a 
low one; the high cost of building granaries, and of 
storing and transporting grain; tremendous rise in bank 
interest rates; the sale at parity prices of grain purchased 
for storage at a higher than the parity price, failure to 
recover grain loaned to the people, and the increased cost 
of rescuing grain from granaries in low-lying areas during 
flood years; failure to recover funds paid to peasants in 
advance for grain, and government failure to pay subsi- 
dies owing, etc. 


The severe debt burdens of grain businesses not only 
make it hard for them to function as the main channels 
for grain sales but also produces three-way bickering that 
draws in public finance and holds the banks hostage. 
This produces an uproar in the macroeconomic regula- 
tion and control system that causes losses in develop- 
ment of the entire economy. Ultimately, it is the peas- 
ants who must bear this “cross.” 


4. Structural changes occur slowly, the peasants 
increasing production without increasing their earnings. 
For the above reasons, it is difficult to allocate all of 
Anhui Province’s resources for effective structural 
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reforms. Unlike at the beginning of reform, even though 
the province's economy has ne a certain amount 
of change, it still lags greatly behind the average level for 
the country as a whole. Comparison of 1990 with 1978 
shows a 3.1 percentage point decline in the agricultural 
portion of Anhui Province’s social gross output value, 
and a respective 4.5, 2.0, aus Se Siena Sa io Be 
industry, construction, and transportation portion (with 
an extraordinary 3.9 percentage point decline in the 
commercial portion). However, a lateral comparison 
shows the portion as 10.2 percentage points 
higher than the average level for the country as a whole, 
and the industry, construction, transportation, and com- 
mercial portions to be a respective 8.0, 0.6, 0.8, and 0.9 
percentage points lower than the average for the country 
as a whole. Anhui still clearly exhibits the backward 
economic structure of a large agricultural province. The 
internal make-up of agriculture, in particular, has 
changed only extremely slowly during the past decade. 
Its structural change value is 7.8 percentage points lower 
than for the country as a whole (See Table 3) (Footnote: 
“Structural change value” is an indicator showing the 
extent of structural change. It consists of the difference 
between the various occupations making up agriculture 
[e.g. farming, forestry, etc.] for the reporting period and 
the various occupations making up agriculture for the 
base period, the differences in these structural ratios 
then being added up to produce an aggregate absolute 
value). Even more astounding is that the structure of 
agriculture in Chuzhou City, which this survey covered, 
has seen virtually no change in more than 10 years. 





Table 3. Changes in the Structure of Agriculture in Anhui Province and Comparison With the Country as a Whole (%) 
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Country as a Whole 





Percentage Points 1978 1990 





80.0 
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15.0 
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The slowness of structural change show ups ultimately in 
earnings. Analysis of peasant earnings in Anhui Province 
shows two marked characteristics: First, the lion’s share 
of total earnings comes from agriculture, and the lion’s 
share of income from agriculture comes from grain 


farming. Furthermore, this income make-up has changed 
but little over the years (See Table 4). Since the per- 
centage of income coming from other than agriculture 
has always been small, this is one of the reasons for the 
slow growth of peasant earnings. 
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Table 4. Composition of Anhui Province Peasant Family Income 








Tetal Income (yuan) 


Percent 


Tetal Income (yuan) 





Total Family Income 405.02 


771.21 





Income From Agriculture 286.85 


70.8 $11.49 





Grain Farming Income 192.74 


336.3 43.6 





Nonagricultural Income 31.61 








7.8 91.84 11.9 











Second, the increase in peasant per capita income has 
been affected by price fluctuations in agriculture, partic- 
ularly grain price fluctuations. Comparison of peasant 
per capita net income in Anhui Province with the 
country as a whole shows 1985 as the year when the 
difference was least at only 5.20 yuan. Thereafter, the 
gap widened with each passing year until 1990 when per 
Capita peasant income in Anhui was 147.10 yuan behind 
the average for the country as a whole. Furthermore, the 
difference was greatest in two years during this period: 
27.10 yuan in 1984, and 61.30 yuan in 1990. As is well 
known, these two years happened to be the ones when 
“difficulty selling grain” occurred everywhere. In addi- 
tion, Anhui’s peasants suffer greatly from the price 
scissors. The peasants call the price scissors “the fire 
tongs,” whose effect on them is truly more real than for 


the peasants in developed provinces. 


Most of the peasant households we surveyed reported no 
improvement in there lives in recent years. They had no 
assets, and peasant households everywhere owed debts. 
In moderately economically developed Jiashan County, 
for example, peasant indebtedness is 210.50 yuan per 
capita or about 1,000 yuan per family. Most peasant 
households have to go into debt in order to farm and 
live. 


Thus, we have depicted the various aspects of Anhui’s 
economic development as it relates to grain in terms of 
public finance, finance and banking, grain businesses, 
and peasant income. Now the problem is just how the 
economic development of a large agricultural province 
such as Anhui ended up in this destitute predicament. To 
attribute Anhui’s backwardness and difference from the 
country as a whole solely to historical factors, or to 
blame it on the truly grievous losses from the great flood 
of 1991 is not convincing, we believe. This can neither 
explain why neighboring provinces are in a better posi- 
tion nor explain the 1990 data that is constantly quoted 
in this report. The fact is that there is no lack of 
provinces like Anhui. Without except, other large agri- 
cultural provinces such as Jilin, Hubei, Hunan, and 
Jiangxi face the same difficulties and problems that 
Anhui faces. This demonstrates that even though the 
importance of agriculture to the national economy is 
constantly reiterated, a different logic operates in real 
life, namely that those who develop agriculture and 
develop grain production are the ones who suffer! This 
logic is manifested not only in the peasants “increasing 
production without increasing income,” but is also 
exhibited in local public finance, finance and banking, 


and businesses, thereby seriously limiting the optimum 
allocation of resources through the entire economy. 
Close study leads to the conclusion that this is a major 
institutional reason why the economic development of 
all large agricultural provinces becomes mired in strait- 
ened circumstances. 


The reason we have taken great pains to detail the 
various examples in Anhui Province that illustrate this 
point is not only concern about the inevitable results of 
the foregoing logic, but also because we want to point out 
that this logic is inevitably attributable to a certain policy 
environment. In this sense, we feel that Anhui provides 
is a Classic example. We can use this classic example to 
examine the formulation of macroeconomic agricultural 
policies and analyze the reasons why policies are not 
diligently carried out. 


SES wee Cons Goreeamnens Pulte Ase Stet 
Carried Out 


The only way for Anhui Province to get out of its 
economic predicament lies in more rapid readjustment 
of its industrial structure, However, in overall terms, 
how to maintain steady growth of agriculture while 
changing the economic structure is a strategic issue that 
must be conscientiously addressed. Thus, one basic 
principle in drawing up macroeconomic policy should be 
to do whatever helps different jurisdictions make the 
most of their own resources potential and economic 
strengths, creating a policy climate that is consistent with 
this. Otherwise, policies will be detrimental to economic 
development and detrimental as well to the coordination 
of overall strategy. Therefore, the problems with existing 
policies and how to adjust and solve them was also an 
issue the pros and cons of which we repeatedly examined 
in connection with whether policies were or were not 
implemented during this survey. 


One point about which we had a strong feeling during 
this survey was that a marked difference exists between 
central government policy goals and Anhui Province’s 
own policy goals on the issue of developing agriculture. 
Proceeding from the needs of overall national economic 
development, the central authorities more greatly 
vide more agricultural products in order to support 
structural changes in the economy as a whole. However, 
proceeding from the reality of its own economic back- 
wardness, Anhui Province strongly demands that 
changes in the industrial structure be intensified to 
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narrow the gap between Anhui and developed 


provinces. 
It has less interest in developing agriculture to satisfy 
needs outside the province. 


In explaining the reasons for these different policy 
choices, one cannot simply fall back on the usual reason 
of a conflict between what benefits the country as a 
whole and what benefits one part of it. The fact is that, to 
a very large extent, Anhui Province’s choice is based on 
the realization that it is the policy climate that is respon- 
sible for an agricultural province getting the worst of 
things. Thus, the essence of the matter is that actual 
economic policies do not reflect the importance of 
agriculture. The differences between the central govern- 
ment and local government policy goals are actually a 
reflection of this real conflict. 


The problem is that if agriculture cannot really obtain 
the protection it should have, public finance, finance and 
banking, business enterprises and the peasants not only 
gaining no benefit but actually suffering losses, who has 
any interest in developing agriculture? The pointedness 
of this question, given the policy climate, lies in various 
interest groups not only having no interest in developing 
agriculture but, insofar as they act rationally, inevitably 
coming to regard agriculture as a burden to be gotten rid 
of! This is also the most basic reason why a series of 
plans, policies, and specific measures that the central 
authorities have framed have either not been imple- 
mented or h: ve been distorted in implementation. 


Specifically, the understanding of the situation we 
gained from this survey suggests reasons at many levels 
and in many regards for the failure to implement agri- 
cultural policies. In a nutshell, they are mostly problems 
in the following several regards: 


1. The detrimental effect of the macroeconomic eco- 
nomic climate. Agriculture is not an isolated system. It is 
closely related to the overall operation of the national 
economy. Consequently, implementation of agricultural 
policies frequently depends on more than just efforts 
within the agricultural system. The external climate is 
also an important, and sometimes a decisive, factor. 
Since 1992, the national economy has entered a new 
period of high speed growth in which industry has seen 
high speed growth, but in which large amounts of rural 
economic resources such as money, land, and manpower 
have been lost, investment demand has expanded dra- 
matically, the price scissors has widened further, and 
agricultural labor opportunity costs have risen. This has 
been accompanied by turmoil in finance and banking 
and in the commodity circulation order, and the sur- 
facing of various social contradictions that lay latent in 
rural villages, all of which created enormous pressures on 
the steady development of agriculture. Without a cooling 
of the external economic climate under these citcum- 
stances, it will be very difficult to put in place a series of 
new policies of the central government regarding agricul- 
ture and rural villages. No matter the effort made, only 


half the results will be obtained. For example, raising of 
the “two funds” will be difficult, procurement funds will 
be diverted to unauthorized purposes, and reduced 
peasant burdens will increase again, etc. The problems 
will show up in rural villages, but there roots are in the 
external environment. Therefore, limiting the imple- 


altered to create a minimum normal economic order. 
This is the only way to get the basic conditions needed 
for the implementation of agricultural and rural policies. 
2. Skewed orientation of policy formulation. Some of the 


detrimental to them. This shows up mostly in the for- 
mulation of some reform measures that are clearly 
motivated by public finance’s desire to get rid of bur- 
dens. An example is the new grain production and 
marketing policy, which substitutes charges not included 
in the price for the former “three link-ups.” This was a 
move in the right direction, but the situation that ensued 
suggests that the basis for figuring the price difference 
was far too low. The peasants had to find more money to 
pay for the same quantities of chemical fertilizer and 
diesel fuel. An even more glaring example is the “wean- 
ing” of public finance from technical service organiza- 
tions. Since both institutional reform and delegation of 
the “three authorities” stubbornly and arbitrarily 
emphasized “weaning” and streamlining, Anhui Prov- 
ince’s grassroots level agricultural technology sector was 
dealt a mortal blow, which forced agricultural depart- 
ments to operate some business entities having nothing 
to do with their function. This meant that every day 
agricultural technology personnel had to rush around to 
make a living, which produced a “five reductions” 
situation of less organizational support, personnel, oper- 
ating funds, facilities, and services. It even resulted in 
inability to perform regularly the most basic tasks of 
providing early insect warnings and livestock and 
poultry inoculations. The spread of agricultural tech- 
niques takes a long time, yet it is indispensable to 
progress in agricultural technology. In addition, given 
the current level of development of peasant households 
in which “service for payment” generally applies only to 
specialized households and to some areas and links in 
agricultural production, mindless insistence on “wean- 
ing” and “service for payment” not only leads to taking 
benefits from the peasants, but also is bound to have 
serious consequences for the development of agriculture. 
Thus, it is very necessary to examine closely similar 
so-called reform measures today, clearly understand and 
set forth the relationship between building of a market 
economic system and protecting agriculture, resolutely 
correcting some erroneous ways of doing things and 
deviations 


3. Some policies are inoperable. The original intention in 
drawing up some policies is good, but because of failure 
to integrate policies, failure to take the total situation 





enterprises have no interest in its diligent enforcement. 
generally applies only to the first issuance. Once procure- 
ment funds have begun to circular, two problems are 
encountered at once. One is that when money withdrawn 
from circulation on sales made for the purpose of regu- 
lating the market is settled among the various specialized 
banks, it is frequently garnished instead of being 
returned to specialized households. Second, grassroots 
operating units must divide up the money taken out of 
circulation among multiple People’s Bank outlets at a 
higher level. The links are numerous and procedures are 
complicated. 
Some of these kinds of operating problems can be 


improved in practice, but in some cases revisions are 
needed, more thoroughgoing reform measures taken. 


government informing it that the portion of the differ- 
ential price for fertilizer for which the central govern- 


are very unhappy about the offhand way in which 


it, 


| 


4 


SFE 


but the national treasury refused to pay the bill. The 
subsidy remains unpaid to this time. The grain depart- 


tion conference, financial units limited it only to fixed 
procurement items. 


The “modification” of policies actually reflect the rigid 
interests of different sectors to the point where they take 
it upon themselves to revise, accept or reject, and distort 
central government policies. This has become an “intes- 
tinal obstruction”: in the implementation of government 


Lack of separation of government administration and 
enterprise management, and institutional impediments 
are also one of the causes of policy distortions. While 
realizing that government policies are frustrated by the 
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continued discharge of functions of a policy nature 


grassroots organizations and institutions. As was said 
above, the “single account book” for finances at the 
village level that exists in all rural villages in Huaibei 
County is a main institutional reason why the “two 
funds” do not reach peasant households, and why 
peasant burdens are so heavy. Since the contracting of 


law provides for have not even been broached. Village 
cadre allowances are the responsibility of the villagers, 
and this conflicts with the cadres’ role of doing the 
government's bidding. This is manifested very glaringly 
here. In addition, cadre caliber is low and work style is 
poor. This makes for tense relations between cadres and 
the public and not very vigorous policy implementation. 
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policy newly inaugurated in 1993, many provisions of 
which will require local governments to spend money. 
This includes a change in the method of providing goods 
associated with the sale of grain in the “three link ups.” 
Local governments will have to pay 100 million yuan in 
subsidies. Local governments will have to put up 100 
million yuan for grain reserves. After grain prices were 
decontrolled throughout the province on | April, the 
failure to solve grain businesses’ longstanding problems 
will mean losses of 300 million yuan. In addition, 
allowances paid té6 administrative unit staff members 
and workers will require between 900,000 and 100 
million yuan. For these several items alone, local trea- 
suries will have to obligate 600 million yuan. This is 11 
percent of fiscal revenues. This does not even include the 
setting up of a grain risk fund and dealing with the 
pending need for funds of grain agencies. Furthermore, 
the central government has decided to deduct over a 3 
year period the 600 million yuan special grain subsidy 
paid provinces, and this 600 million yuan is only enough 
to pay a single year’s new payments for grain, never mind 
eliminating the losses pending from previous years. In 
such a situation in which revenues do not cover expen- 
ditures, for new grain production and marketing policies 
to suggest that “local government may suitably increase 
added value standards as their financial resources 
permit, local government treasuries bearing all increased 
expenses” is a wish that can even less be talked about. In 
the investment field, too, the central government also 
frequently resorts to a proportional division of invest- 
ment among local jurisdictions. When such a method is 
applied to the harnessing of large rivers—projects of 
significance for the entire country—(such as the Huai He 
river system’s new Hui and Hong rivers), it is rather 
unreasonable. Not only does it intensify the inequality of 
wealth of different jurisdictions, but since the local 
government of large agricultural provinces cannot pay 
such sums, assessments must be levied on the peasants. 
This becomes, in turn, a main reason for the increase in 
peasant burdens in traditional agricultural areas. 





whether the gains and losses of the system 
their implementation have considered corre- 
sponding measures adopted, and whether the external 





4 MILITARY, PUBLIC SECURITY 


Article Views Rele ef NRO | 
94CM0138A XIANDAI BINGQI [MODERN 
WEAPONRY] in No 10, 8 Oct 93 pp 38-39 


[Article by Dai Yong (2071 3144): “Secret News: The 
U.S. National Reconnaissance Office”) 


[Text] For over 30 years, the U.S. National Reconnais- 
sance Office (NRO) was one of the U.S. Armed Forces’ 
and intelligence agencies’ most secret organs. But in 
September 1992, the heavy curtain was pulled back 
slightly to expose it. 


A Product of the Cold War 


The NRO was established secretly on 25 August 1960 by 
the U.S. National Security Council. Mainly, it was a 


title, the NRO’s means 
It is now known that in addition to national photo 


NRO’s chief mission is to furnish accurate target data to 
the USAF’s strategic nuclear force, assisting U.S. stra- 
tegic bombers and guided missiles in carrying out accu- 
rate attacks. At the same time, it also gathers the topo- 
graphical data which aids missiles’ on-board computers 
perform the complex programming which controls the 
missiles’ flight. 


NRO is a principal t of U.S. intelligence 
agencies, under the dual direction of DoD and CIA. Its 
staff is drawn from DoD, chiefly the Air Force, and with 
one high-ranking civilian official of the USAF in charge. 
The former director was Assistant Secretary of the Air 
Force (Space) Martin Faga. 


Extraordinary Talents 


The success of NRO’s advanced reconnaissance satellites 
has =e source of pride for their manufacturer and 
users j 


In 1961, NRO satellites discovered the precise number 
of strategic nuclear missiles of the former Soviet Union. 
Reconnaissance results showed that the number of inter- 
continental missiles in the former Soviet Union were 
much fewer than Washi had estimated. Satellites 
took pictures of the shipping boxes of the first SSX-18 
intercontinental missiles of the former Soviet Union. 
This new discovery influenced the superpowers’ 
weapons negotiations for many years. They also exposed 
the secret of the former Soviet Union’s Y-Class nuclear 


Mui shrewdly camouflaged 
facility near Yongbyon. In 1988, a satellite 
: a CSS-2 intermediate-range ballistic missile 


what they saw, decided that the plant had 
and so were taken in. 
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also set up an environmental operations contingent 


under the direction of the CiA. 





Xinjiang Vice Chairman Views Unity, PLA 


94CMO0I189B Urumqi XINJIANG RIBAO in Chinese 
20 Jan 94 p I 


[By wire dated Urumqi 19 January from Xinhua 
reporter Xu Jinzhang (5171 6855 4545): “At Press 
Conference, Abulaidi Amuderexiti (7093 0008 0171 
2251 7093 0008 6757 3583 6007 2251) and Pan Zha- 
omin (3382 0340 3046) stated: Joining Hands To Build 
a Stable and Prosperous Border Region, the Unity of 
Xinjiang’s Military and People Have Brought Forth a 
Completely New Overall Situation”) 


[Text] At a recent press conference, Abulaidi Amuderexiti, 
vice chairman of the Xinjiang Uygur Autonomous Region 
and Pan Zhaomin, political commissar of the Xinjiang 
Military Region, were highly pleased to announce that the 
people and the military of Xinjiang have made it their 
common mission to build up a stable and prosperous 
border region. A new overall situation will arise, one of 
mutual respect and support, of bravely fighting shoulder to 
shoulder, and of unity between the military and the 
political authorities, between the military and the people, 
and between the various nationalities. 


After reporting on the successes achieved in the eco- 
nomic construction and other undertakings accom- 
plished in Xinjiang, Abulaidi Amuderexiti said that 
Xinjiang’s development and prosperity are the crystalli- 
zation of the unity which has been established between 
military and people and between the various nationali- 
ties. The troops stationed in Xinjiang have made it their 
major task to assist this region in the development of its 
national economy, in the interest of ensuring social 
stability and promoting unity and progress among its 
nationalities. In recent years, officers and men of the 
army have participated in over 210 major local construc- 
tion projects, assisted in over 310 public welfare under- 
takings. On over 1,200 occasions they have rend 
emergency help in calamities, they have volur 
planted over | million trees, built over 150 schoc 
helped over 80,000 impoverished households é 
encampment areas to extricate themselves from :heir 
state of poverty. Officers and men have dug 1,400 km of 
canals for people of various nationality; this expanded 
and improved the irrigated areas of land by over 1.4 
million mu. The irrigation projects, named ‘“Military- 
People-Unity Canal” and “Love-of-People Canal,” can 
be found along the northern and southern slopes of the 
Tianshan mountain . The troops also voluntarily 
dug over 110 wells for the people and laid over 40,000 
meters of pipes for running water supplies, thereby 
ending for over 120,000 herdsman households their long 
history of merely relying on snow and dirty water for 
much of the time. The various nationalities of Xinjiang 
will never forget the meritorious deeds of these fraternal 
soldiers, deeds which have been performed in the 
interest of Xinjiang’s development. 


for officers and men on duty guarding the border and for 
family members of fallen soldiers. Each kilometer of 
road, each military camp, each power station, each water 
supply engineering project, all these are the fruit of much 
painstaking labor of the peoples of various nationalities. 


Xinjiang Strengthens Party Organization Work 
94CM0189A Urumqi XINJIANG RIBAO in Chinese 
15 Jan 94 p 1 


[Article by own correspondent: “Autonomous Region 
Held Report-Back Meetings on Building Up Grassroots 
Party Organization in the Farming and Livestock 
Breeding Regions of the Northern and Southern Sectors 
of Xinjiang—Zhang Fusen (1728 4396 2773) and Zhou 
Guofu (0719 0948 1381) Presented Four Demands for 
Future Work”’] 


[Text] Further deepening of understanding, unremitting 
and energetic development of the grassroots party orga- 
nization in the farming and livestock breeding areas. 

Laying stress on the key points, doing a sound and solid job. 


Closely linking the buildup of the grassroots party org- 
nization in the farming and lifestock breeding areas with 
the overall development of the rural economy. 

Substantially strengthening leadership in the buildup of 


— party organization in the farming and live- 
stock breeding areas. 


On 9-11 January, the autonomous region held report- 
back meetings in Kashi and Kuitun on the buildup of the 
grassroots party organization in the farming and stock- 
breeding areas of the northern a .1 southern sectors of 
Xinjiang. At the meetings, exper .*~es were reviewed 
and exchanged with regard to the * ‘dup of grassroots 
party organization, which had actua..y been carried out 
during the past two months in the various farming and 
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livestock breeding areas. The meetings also analyzed 
existing problems and made plans and dispositions as to 
the next phase of work. 


Soe Sa, Say eae, « So Simaaee 
Regional CPC Committee, and Zhou Guofu, member of 
the Standing Committee of the Autonomous Regional 
CPC Committee and director of the Organization 
Department, presided over the northern Xinjiang 
meeting and the southern Xinjiang meeting, respec- 
tively. 

Judging by the situation reported by the leadership of the 
various autonomous prefecture cities and key counties 
(cities), initial successes have been achieved in the work 
of building up the grassroots party organization, which 
had indeed been carried out since the early part of 
November of last year in the various farming and 
stockbreeding areas. In 15 key counties (cities), 184 key 
townships (towns), and in 1,453 less developed villages 
throughout Xinjiang, a comprehensive overhaul of party 
branches had been instituted. From various places, 
7,580 cadres had been selected and despatched for work 
in the key counties, townships, and less developed vil- 
lages, and 976 young and promising cadres from govern- 
ment agencies were despatched to these less developed 
villages to assume duties or register for work. By laying 
stress on the key points and adopting forceful measures, 
a healthy development was achieved in the buildup of 
the grassroots party organizations in the farming and 
stockbreeding areas. 


Leading cadres from various autonomous prefecture 
cities and key counties (cities) who attended the meet- 
ings analyzed existing problems and then expressed the 
opinion that, although the buildup of the grassroots 
party organization in the farming and lifestock breeding 
areas had been effective, the development, comprehen- 
sively speaking, has been very uneven. Leading cadres in 
some places showed insufficient understanding of the 
importance, necessity, and urgency of the buildup which 
has to take place at the grassroots in the farming and 
lifestock breeding areas; they had been slow in taking 
action and not forceful in their performance. In some 
places they had not accurately taken charge of the key 
points in their work; they had failed to study sufficiently 
thoroughly the difficulties in building up the grassroots 
party organization in the farming and stockbreeding 
areas and had adopted rather ineffective measures. 


In their concluding speeches at the report-back meetings 
in the northern and southern sectors of Xinjiang, Com- 
rades Zhang Fusen and Zhou Guofu presented four 
demands relative to a more effective future buildup of 
the grassroots party organization in the farming and 
stockbreeding areas: 


One. Further deepening of understanding, unremitting 
and energetic development of the grassroots party orga- 
nization in the farming and stockbreeding areas. The 
grassroots party organization is the foundation of the 
entire fighting power of the party. This is a point that all 
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leading cadres in party and government must understand 
very clearly; there must be not the slightest ambiguity in 
this regard. Party committees at all levels must grasp this 
matter of strengthening the buildup of the grassroots 
Organization in the farming and lifestock breeding areas 
as an important and urgent task within the party's 
overall work in the rural areas. 


Two. Guiding ideology must be clear and definite, work 
performance must be sound and solid. Guiding ideology 
must stress the basic things, lay the foundation, strive for 
stability, and spur on development. When engaged in 
strengthening the buildup of the party’s grassroots orga- 
nization in the farming and stockbreeding areas, it is 
necessary to primarily concentrate on the key points, 
focus all energy and strength on the effective education 
of party members and on the effective rectification of 
party branch committees in the key counties (cities), 
townships (towns), and less developed villages. It is not 
only necessary to make a good selection of the person of 
party branch secretary, but the entire set of the party 
branch committee must be well and effectively consti- 
tuted, and there also has to be some down-to-earth work 
performed for them. 


Three. It is necessary to closely link the buildup of the 
grassroots party organization in the farming and stock- 
breeding areas with the overall development of the rural 
economy. Economic development is the central task of 
the party, as it is also the fundamental starting point and 
the point where the party will make its stand in its efforts 
to strengthen the grassroots organization in the farming 
and stockbreeding areas. Leading cadres of all ranks 
must firmly espouse the guiding ideology of “pay atten- 
tion to party construction as a matter bound up with the 
economy, pay attention to party construction as a means 
to spur on the economy.” The extent to which townships 
and villages will achieve a moderate degree of prosperity 
at an early date must be major criterion for whether the 
buildup of the grassroots organization has been effec- 
tively accomplished. 


Four. Party committees of all ranks must effectively 
strengthen their leadership in the work of building up the 
grassroots organization in the farming and stockbreeding 
areas. Main leadership problems require personal atten- 
tion of the leading cadre, assigned leadership problems 
must be attended to with all the assignee’s strength, other 
leadership problems must be made coordinated efforts. 
In this matter of strengthening the buildup of the grass- 
roots party organization in the farming and lifestock 
breeding areas, it shall also be incumbent to institute the 
leadership responsibility system. 


Xinjiang Financial Difficulties Examined 


94CMO0I91A Urumqi XINJIANG RIBAO in Chinese 
3 Jan 94 p 2 


[Article by Wang Fugiang (3769 1381 1730) and Xie 
Xuan (6200 3551): “Tracing the Reasons for Xinjiang’s 
Financial Difficulties” 
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{Text} In recent years, the financial difficulties of Xin- 
jiang have increasingly serious; the dimensional 
spread of the deficit has continuously broadened, and 
the deficit amount has grown year after year. Because so 
much of the funds are held up by pending accounts, it is 
extremely difficult to make financial dispositions. Some 
expenditures that should be ensured cannot be ensured, 
and allocations for normal budget expenditures cannot 
be made and paid out. In many places even the monthly 
wages cannot be paid. This state of affairs is certainly on 
the minds of people of all walks of life. 


There are many different causes for the financial diffi- 
culties of Xinjiang: 


Weak economic foundation, insufficient income logis- 
tics. Xinjiang’s industrial production is undiversified, of 
low grade, and poor quality, while production costs are 
high. There are hardly any specially successful enter- 
prises or hit-type products that would yield high tax 
revenue or profits. This restricts the scope of financial 
revenue and limits quite substantially the depth and 
breadth of financiai revenue growth. Even though Xin- 
jiang’s financial revenue increased progressively 17.4 
percent during the years from 1985 to 1992, that was, to 
a certain extent, due mainly to a change in taxation 
policy. 


Because of insufficient investments in the technological 
transformation of enterprises during the Sixth and Sev- 
enth Five-Year Plan, technical equipment has remained 
rather poor, and the organizational structure of enter- 
prises and the product mix is highly irrational. This is 
one of the reasons why the present enterprises are 
operating at low speed and low efficiency. Profits and tax 
revenue from budgeted industrial and commercial enter- 
prises throughout the region show negative growth, and 
up {© the end of September of 1993, profits turned over 
to the finance authorities had declined 14.33 percent, 
compared to the corresponding period of 1992. Among 
the 524 budgeted industrial and commercial enterprises, 
the dimensional spread of losses and the amount of 
losses has gradually increased, with 200 enterprises being 
implicated to the amount of 166 million yuan. This is 
19.05 and 110.14 percent more, respectively, than 
during the corresponding period of 1992. 


The county-level economy is not well developed. Most 
county (city) economies consist of large farms and small 
industries; they are correspondingly producing little 
financial revenue. In 1992, total revenue from all the 85 
counties (cities) of the region was 1.386 billion yuan, 
which amounted to 53.1 percent of the entire revenue of 
the autonomous region. Only the cities of Korla and 
Kuytun had been places with more than 100 million 
yuan revenue. The counties (cities) with less than 100- 
million yuan revenue had brought in 231 million yuan, 
which amounted to 8.8 percent of the total revenue of 
the autonomous region. The overwhelming majority of 
counties (cities) are subsidy counties. County-level 
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finance is the foundation of national finance. If county- 
level finance lacks vitality, no turn for the better can be 
expected in the financial condition of the entire auton- 
omous region. 


Development of the region’s individual and private 
economy and of village and township enterprises is 
relatively backward. For all of 1992, the region’s indi- 
vidually operated industrial and commercial businesses 
and privately run enterprises turned in 261 million yuan 
of taxes, which amounted to 10.01 percent of the auton- 
omous region’s total revenue, and which was somewhat 
more than 20 percentage points lower than the national 
average. Total output value of village and township 
enterprises amounted to 15 percent of the total rural 
social output value, which was 45 percentage points 
lower than the national average. Total value of industrial 
output of village and township enterprises amounted to 
7.26 percent of the total industrial output value of the 
entire region, which was 22.74 percentage points lower 
than the national average. Village and township enter- 
prises produced a tax revenue of 204 million yuan, which 
amounted to 7.8 percent of the total revenue of the 
autonomous region and was 7.4 percentage points lower 
than the national average. These facts reveal that the 
development in Xinjiang of the individual and private 
economy and of village and township enterprises has 
been much slower than in the developed regions in the 
rest of the country. The level of development is very low, 
and revenue provided by this sector is very little. 


The party committee and the people’s government of the 
autonomous region have adopted various measures to 
accelerate the economic development in Xinjiang. They 
have gradually increased, at an accelerated pace, invest- 
ments for the technological transformation of enter- 
prises, they have raised input in key capital construction 
projects, and started up some large-scale projects. From 
a long-term point of view, these measures fhay have a 
major impact on the resolution of the autonomous 
region’s financial difficulties. However, these invest- 
ments have been made with borrowed funds, and their 
repayment, with interests, will of course take up a 
considerable portion of the anticipated revenue. In the 
next few years, there cannot possibly be any great 
improvement in the revenue situation, and the state of 
insufficient sources of financial income will be a long- 
range phenomenon. 


Insufficient financial income logistics, combined with a 
tendency toward increasing expenditures, will no doubt 
further aggravate the financial difficulties. 


Xinjiang is inhabited by several different nationalities. 
Newspapers, periodicals, books, documents, broadcasts, 
and television must all use different languages and 
scripts. Separate middle and primary schools must be set 
up at various places for Han-nationality and for minor- 
ity-nationality children. The population of Xinjiang is 
small, but it has an administrative organization with a 
multitude of units and a huge personnel. Educational 
and public health affairs have to be attended to at many 
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widely scattered places. Government employees and 
teachers account for around 4.5 percent of the total 
population. Xinjiang has a vast territory, its lines of 
communications are long, it has a long cold season, and 
expenditure on these accounts is therefore higher than 
the national average. As to expenditure for organiza- 
tional personnel alone, the proportion of persons on 
government payroll in 1993 was 4.3 percent of the total 
social population, which was over | percentage point 
above the national average, with an expenditure that was 
over 40 percent more than in ordinary areas. Expendi- 
ture for business trips, postal and telecommunication 
services, heating, and other public utilities are twice as 
high as in other, ordinary areas. 


In the last few years, many factors have contributed to 
the increase of fiscal expenditure, with increases espe- 
cially large for personnel, and these expenditures have, 
furthermore, been inflexibly necessary. By the end of 
1992, staff and workers in the administration and public 
institutions and retired personnel throughout the entire 
region amounted to 650,000 persons. Considering addi- 
tionally that the state is coming out year after year with 
new policies for raising wages and allowances, the sums 
involved here are very large. According to statistics, 
personnel expenditure for wages alone has increased 
from 630 million yuan in 1985 to 1.88 billion yuan in 
1992, an increase of almost four times in seven years and 
a progressive increase of 16.9 percent every year. This is 
more than local finance can bear, and any increase in 
revenue will almost all have to be spent every year on 
increased wages for personnel. On the other hand, orga- 
nizational reforms and redistribution of personnel 
require transitional processes, and adding to it the 
impact of commodity price increases and the corre- 
sponding rises in the tariffs of various expenses, the 
result is that expenditure will continuously broaden in 
scope. ‘ 


During the change-over from planned economy to 
market economy, the pattern of unified and centralized 
state control over income and expenditure has been 
broken up, but centralized expenditure still persists. 
During 1992, the one item of price subsidies alone 
resulted in an expenditure for the entire region of over 
600 million yuan, while the condition of overcommit- 
ment of public finance could not be mitigated or 
resolved. It so happened that expenditure that should 
have been ensured could not be ensured anymore. Under 
the market economy system, some undertakings can be 
carried out by fully mobilizing social forces and thereby 
lightening the burden on public finance. However, pres- 
ently, due to the limitations of objective conditions and 
insufficient subjective effort, this kind of effort is still in 
its initial stage, and its effectiveness cannot yet counted 
on to lighten the burden on public finance. 


Extravagant spending and incidents of wastefulness are 
still occurring in some places, departments, and units. 
Frequently, the ineffectual supervision and investigation 
of such violations of discipline by fiscal departments and 
departments charged with just such supervision and 


REGIONAL 


investigation contribute to unnecessary increases in 
fiscal burden. The great difficulty of rectifying 
cutting down on the scope and structure of such kind 
expenditures adds to the difficulty of balancing fiscal 
revenue and expenditure. 


Changes in the system of public finance are also a 
contributing factor to Xinjiang’s economic difficulties. 
From 1980 to 1986, when the state worked with a 
financial contractual responsibility system, the 
appraised basic figures for revenue and were 
essentially quite reasonable, and that allowed Xinjiang 
to get along not too badly. Because the self-sufficiency of 
the region in financial respects is rather low—it was only 
at a 46.4 percent rate in 1992—increases in fiscal expen- 
diture mainly relied on progressively i increasing subsi- 
dies from the state and supplementation by fiscal income 
growth. From 1987 on, the central finance authorities 
adopted a policy of retrenchment, reducing the flat rate 
subsidy for Xinjiang, and also including it in the con- 
tractual base figure. As a result, to cope with its increased 
expenditure, the region had to mainly rely on growth in 
its own financial Strength, thereby greatly weakening the 
autonomous region’s ability at fiscal macro-regulation 
and control. Because of the small revenue base figure of 
the autonomous region and its large expenditure base 
figure, only a 2 percent increase of revenue could ensure 
satisfying the needs of a | percent increase in expendi- 
ture. The absolute figure of increased revenue cannot by 
far catch up with the growth of the absolute figure of 
increased expenditure, and as a result the fiscal revenue- 
expenditure contradiction is deteriorating almost by the 
day. 


Besides this, some of the financial distribution functions 
have been dismembered, which also aggravated the 
financial difficulties of the autonomous region. Fol- 
lowing the initiation of the socialist market system, some 
departments and units erroneously assumed that market 
economy is “free economy,” and without going through 
the finance departments and without authority of their 
own, they decided on some policies of their own that 
involved matters of public finance. This has caused the . 
diversion and loss of some part of the revenue, while it 
increased some unnecessary expenditure and weakened 
the distributory function of public finance. 


Because of all the above-mentioned reasons, which had 
the effect of continuously widening the dimensional 
spread and the amount of the deficit, an aggravation of 
the fiscal difficulties had become a matter of course. 
Without any doubt, the widening of the region’s fiscal 
deficit and the deterioration of its financial difficulties 
have naturally added to a certain extent to the difficul- 
ties of performing financial tasks and have hampered the 
development of the region’s economy and undertakings. 
However, as far as minority regions are concerned, we 
must not taken this as the only criterion to assess the 
quality of financial work performance. The arduous 
labor expended by the financial departments of all ranks 


throughout the entire region to promote the region’s 
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ism as he gave an account of his eight-day 
visit to the three Southeast Asian countries of 
questions at an 80-minute press conference held on 
Wednesday night upon his return from the trip. 


must rely on continuous investment 
abroad to create more sales opportunities and to secure 


described his visits to the three countries and his 
discussions with the leaders of the governments involved 
fruitful, especially in the strengthening of economic 
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But while Lin Chih-chia was familiar with “partici 
tion” in election battles early in his childhood, he is 


have 


more political cells in the LY 











ties with complimentary baskets of bamboo shoots to 
express thanks for their votes. While these were small 
gifts with great feeling, the legislators who were generally 
not used to receiving New Years gifts from Lin Chih-chia 
still felt such gifts to be rather abrupt, which discounted 
their effectiveness. 


In addition, he had not been alert enough to promptly 
explain the ties that he had forged with Cheng Feng-shih 
[6774 6646 2514] at the time of the legislative elections 
in his election district, causing the LY second-team 
public-opinion society headed by Cheng Feng-shih to 
become his major election obstacle in this election for 
chief party , which Lin Chih-chia had never 

The conflict of LY Chairman Liu Sung-fan 
[0491 2646 5672] and Vice Chairman Wang Chin-p’ing 
[3769 6855 1627] with Jao Ying-ch’i [7437 4481 1142] 
involved him, affecting his votes for chief party secre- 
tary, making him a nomcombatant offender. Strictly 
speaking, all of these influences on the elections results 
were ones that Lin Chih-chia could not have considered, 
leaving him during the elections without his former 
guiltless smile, and asking with fear in his heart: “How 
could things have turned out this way?” 


Lin Chih-chia had always had a positive image among 
his party’s legislators, as he was probably one of the 
legislators with the best attendance rate in the LY. Due 
to his family’s all-out backing and support, Lin Chih- 
chia was able to devote all of his attention to the congress 
without concern for his home front. Meetings to delib- 
erate on bills were able to add to his legal and profes- 
sional knowledge. While other legislators might avoid 
various LY meetings as being beneath them, Lin Chih- 
chia attended them with much pride and glee. When the 
legislature was not in session, other legislators rushed 
back to their districts to do grassroots work, while Lin 
Chih-chia showed up at the LY every morning at 0800 
sharp. KMT calls to his office to mobilize party legisla- 
tors to vote were often in vain, as he had long since been 
in the legislative chamber. In light of these points, he was 
more suited to become party whip than most of his 


party’s legislators. 


When Liao Fu-pen [1675 4395 2609] was chief party 
secretary, Lin Chih-chia was deputy party secretary, as 
well as serving as LY work committee vice president. 
While Liao Fu-pen held himself to be “intelligent, 
resourceful, and courageous” but helpless about having 
too many outside affairs, so was certainly not very 
actively involved in consultations between the ruling and 
opposition parties, Lin Chih-chia as his assistant had 
many more opportunities to temper himself in such 


TAIWAN 





consultations. DPP offseason secretary general 
yi [1982 0208 0001} holds Lin Chih-chia to be a mod- 
and rational “gentleman” with whom one can 


Taiwan U's former hospital, While such planning and 
concern for Taiwan U’s hospitals 00 ae 
to on 


might be a best opportunity to show merit of 
voters for an ordinary legislator, Lin Chih-chia did not 
even report it to the . No one in the LY has ever 


seen Lin Chih-chia paancir May ny dati shouting, or 
clashing with others. Despite mistakes by subordinates 
and assistants, Lin Chih-chia has no record of blaming 


times as irresponsibly obedient behavior. Especially 
when faced with structural issues within the KMT orga- 
nization, many question whether Lin Chih-chia dee 
how to settle inner-party demands of various differing 
interests and factional disputes. 

Within the party, the KMT is now facing a transition 
period, entangled between top-down mission-type 
ical party leftovers and bottom-up democratic- 
political party pressures. Unfortunately, the LY is the 
convergence point for these two forces. Party legislators 


fears whom? It is always hard 
to speak of the moderate Lin Chih-chia. 


Another problem that may become a headache for Lin 
Chih-chia is LY ene ee. Particularly under 
the two senior and mi 1 party whips of Central 
Work Committee Director Liao Fu-pen, there are special 
problems involved in playing the role of a low party 
whip. With the ties between Jao and Liao, while Lin 
Chih-chia was once Liao Fu-pen’s assistant, and is 
regarded by outsiders as part of Jao’s forces, the two 
see Lin as a youthful member of the younger generation, 
and as a disciple. So the problems caused by the two 
elders for the younger, as to Lin Chih-chia who does not 
easily clash with others, and how to stand off the close 
ties between these two legislators, seems to be a problem 
that Lin will have to do much future work on. Lu Hsiu-yi 
has some reservations about Lin Chih-chia’s ability to 
act responsibly and take charge in the future. 

In addition, as politics revolves around people, with 
alliances and grievances among political figures, both the 
good and the bad, playing out and changing in the space 
of weak and unclear human nature, Lin Chih-chia who is 
less sensitive about “people” is likely to have to make an 
even greater show of rare spirit. 


[Passage omitted] 


fia 


hy 


i Hl 


iy lt 
i 
i ii 


First Chinese Chief Secretary Profiled 
94CM0170A Hong Kong KAIFANG [OPEN 
MAGAZINE] in Chinese No 85, 1 Jan 94 pp 72-73 


it ae sil 


LE <§ etadll ei: 
. Ba 


: 3 1 : 
eta 
aT He 
ArH Fy re § re 


i 


< 8°. 


1 


her family 
— een 


the No. 
is is from 
ekddtieas” 
thatthe Fangs are a celebrated famuly in this small or 


3 


paper SOUTH CHIN 


to trace 


at 


i 


Anhui, which was once a well-cultured town but now is a 
very poor area. When two reporters from the —— 


Chen Fang An-sheng’s ancestors lived in Wabu Town of 


i 


3 
tell 


i 


Ph. 
be Hong Kong govern 


ES 
2. 


nit 


a5 


i 














58 HONG KONG, MACAO 





The Fangs had a clan tomb in Wabu. It was built by 


tomb-rebuilding 
pleted, a large number of the Fang clansmen—some 


from the native people. “I will never forget this senti- 
mental trip,” said the iron woman. 


HSIANG-KANG SHIH PING [7449 3263 2514 6097] 
says that Fang An-sheng’s deep-rooted family origin in 
China has made her the best choice to fill the highest 
official post in Hong Kong during the transitional 
period, adding that this would facilitate Hong Kong's 
communications with China. A review of her 

history, however, shows that she herself has no profound 
relationship with China. She is purely an elitist brought 
up by the Hong Kong government. 


In 1962, Fang An-sheng graduated from the University 
of Hong Kong. Then, she took a job in the Hong Kong 
government as an administrative official. At that time, 
Hong Kong society was still quite conservative. Fang 
An-sheng, then still an unmarried woman, was the first 
female who became an administrative official in Hong 


Kong. [passage omitted] 


Since then, this bachelor of arts in English literature has 
advanced smoothly in her official career. Starting from a 
grassroots administrative official, she worked in various 
administrative departments of the Hong Kong govern- 
ment, crowned with brilliant achievements and getting 
one promotion after another. Finally, she ascended the 
post of the No. | civil servant. 


As a rule, people of extra ability draw both praises and 
criticisms. Chen Fang An-sheng is no exception. Her 
strict work style is appreciated by Governor Chris Patten 
and respected by many peopie in Hong Kong’s political 
circles. But her subordinates are afraid of her. They 
revere this female buss, but do not like her. 


It is said that when she was the director of the Social 
Welfare Department, she used to invite her subordinates 
to a coffee gathering every week. While drinking the hot 
coffee, she still talked profusely about work, her face 
being solemn without the slightest relaxation. Over time, 
the subordinates were afraid of this gathering, which 
they called a “coffee conference.” They tried not to 
attend it if they could find some excuse. This is indica- 
tive of Chen Fang An-sheng’s utter devotion to work. 











Chen’s stern attitude has also been experienced by the 
Chinese communists. 


After Chris Patten presented his political reform package 
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[Article by Yu Ming (0060 2494): “Hong Kong Is Quite 


decades and achieved some success in his career in Hong 


Recently, a mainland scholar came to Hong Kong for a 
visit. He was surprised at the anxious expression of his 
friends. “What do you worry about?” he asked. “The 
critical year of 1997? I am afraid that the Communist 
Party cannot survive to that year.” 


According to this scholar, the Chinese communists’ 
ee ee ee ee ee oe 
"s personal policy, and their rule-by-man tradi- 


valid. Once Deng Xiaoping ong 
issue will take a turn for the better. Certainly, the Hong 
Kong people need not worry too much, says this scholar. 


Currently, all speeches on the Hong Kong issue made by 
high-level officials of the Chinese communist regime are 
strongly worded, and there appears to be no difference in 
view among them. Especially in the recent past when the 
Chinese communists were hurling Cultural- 
Revolution-type criticisms at Chris Patten, almost all the 
top leaders came forward to denounce him, either orally 
or in writing, sharing a bitter hatred against this enemy. 
Nonetheless, as revealed by mainlanders who are well 
aware of the inside story, the above phenomenon in no 
way means that the Chinese communist leaders are 
taking an entirely identical stand without the slightest 
difference on this issue. 





Even so, however, some top Chinese communist leaders 
still refrain from commenting on the Hong Kong issue, 
sources in Beijing point out. The most noteworthy exam- 
ples are Qiao Shi and Tian Jiyun, chairman and fizst vice 

: respectively, of the National 
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by 
, of 
of the SAR on 1 July 1997]. 
the premise that the present political situation on 
mainland will not change. This is a moderate thinking, 
but using it as a premise shows an inadequate under- 
standing of China's reality and a lack farsightedness 
about its future development. 


ir argument is 


and the Chinese People’s Political Consultative Confer- 
ence [CPPCC]. With their operations controlled by the 
Chinese communists, they are merely Beijing’s rubber 


a Hong Kong effect will appear on the main- 
Chinese communists regard Britain 
of accelerating the democratic reform in Hong Kong 
as a bridgehead used by the West in laying an all-out siege 
to Red China in the post-Cold War era. [passage omitted] 


land. They have a very good opinion about Chris Patten 
ocrats in Hong Kong. 


that the Chinese communist authorities have energeti- 
cally exhibited since the start of the Sino-British political 
dispute. 


land, especially southern China. Judging from the 
present situation, they believe that the Hong Kong and 
mainland economies are closely linked and interdepen- 
dent and are on the road of common ity. Because 
of this, it is almost impossible for Hong Kong to divorce 
itself from China and become independent even in case 
the Chinese communist regime collapses. 


These academics are rather interested in Hong Kong's 
legal system and political operations as well as its fledg- 
ling party politics. They say: As for political construction 
in the futwre, two systems are available for the mainiand’s 
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